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AIRPORT  AID  PROGRAM 
Notice  of  Proposed  Rulemaking 

The  Federal  Aviation  Administration 
is  considering  amending  Part  152  of  the 
Federal  Aviation  Regulations  to  imple¬ 
ment  certain  revised  requirements  for 
administering  grants-in-aid  to  State  and 
local  governments  under  the  Airport  and 
Airway  Development  Act  of  1970. 

Interested  persons  are  invited  to  par¬ 
ticipate  in  the  making  of  the  proposed 
rule  by  submitting  such  written  data, 
views,  or  arguments  as  they  may  desire. 
Communications  should  identify  the  reg¬ 
ulatory  docket  or  notice  number  and  be 
submitted  in  duplicate  to:  Federal  Avia¬ 
tion  Administration,  Ofiftce  of  the  Chief 
Counsel.  Attention;  Rules  Docket  AGC- 
24,  800  Independence  Avenue  SW.,  Wash¬ 
ington,  D.C.  20591.  All  cMnmunications 
received  on  or  before  March  25, 1974,  will 
be  considered  by  the  Administrator  be¬ 
fore  taking  action  on  the  proposed  rule. 
The  proposal  contained  in  this  notice 
may  be  changed  in  the  light  of  comments 
received.  All  comments  submitted  will  be 
available,  both  before  and  after  the  clos¬ 
ing  date  for  comments,  in  the  Rules 
Docket  for  examination  by  interested 
persons. 

The  basis  for  these  proposed  revised 
administrative  requirements  is  Office  of 
Management  and  Budget  (OMB)  Cir¬ 
cular  A-102  dated  October  19,  1971  (with 
supplementing  Transmittal  Memoran¬ 
dums  dated  January  25,  1972  and  Sep¬ 
tember  8,  1972),  and  OMB  Circular  A-87 
dated  May  9,  1968  (amended  bv  Trans¬ 
mittal  Memorandum  No.  1  dated  June  17, 
1970). 

OMB  Circular  A-102  promulgated  At¬ 
tachments  A  through  O  containing 
standards  for  establishing  consistency 
and  uniformity  among  Federal  agencies 
in  the  administration  of  grants  to  State 
and  local  governments.  Also  included  in 
the  Circular  are  standards  to  insure  the 
consistent  implementation  of  sections 
202,  203,  and  204  of  the  Intergovern¬ 
mental  Cooperation  Act  of  1968  (82  Stat. 
1101). 

By  memorandiun  of  March  27,  1969,  to 
the  OfiBce  of  Management  and  Budget, 
and  to  ten  Federal  agencies  engaged  in 
domestic  grant-in-aid  programs,  the 
President  ordered  a  three-year  effort  to 
simplify,  standardize,  decentralize  and 
otherwise  modernize  the  Federal  grant 
machinery.  The  standards  subsequently 
developed  and  included  in  the  attach¬ 
ments  to  OMB  Circular  A-102  will  re¬ 
place  a  multitude  of  varying  and  some¬ 
times  conflicting  requirements  in  the 
same  or  similar  subject  matters  which 
have  been  burdensome  to  State  and  local 
governments.  Inherent  in  this  standard- 
izaticm  process  is  the  concept  of  placing 
greater  reliance  on  State  and  local  gov¬ 
ernments.  In  addition.  The  Intergovern¬ 
mental  Cooperation  Act  of  1968  was 


passed,  in  part,  for  the  purposes  of:  (1) 
Achieving  the  fullest  coc^ration,  and 
coordination  of  activities  among  levels  of 
government;  (2)  Improving  the  adminis¬ 
tration  of  grants-in-ald  to  the  States; 
and  (3)  establishing  coordinated  inter¬ 
governmental  policy  and  administration 
of  Federal  assistance  programs.  This  Act 
provided  certain  basic  policies  pertaining 
to  administrative  requirements  to  be  im¬ 
posed  uix)n  the  States  as  a  condition  to 
receiving  Federal  grants.  The  implement¬ 
ing  instructions  of  these  policies  was  ini¬ 
tially  issued  in  OMB  Circular  A-96  dated 
August  29,  1969.  OMB  Circular  A-102 
modifiies  these  instructions  in  the  inter¬ 
est  of  achieving  fimther  consistency  in 
implementing  that  Act. 

OMB  Circular  A-102  includes  15  at¬ 
tachments,  Attachments  A  through  O, 
each  of  which  prescribes  standards  for  a 
separate  area  of  grant  administration,  as 
follows: 

Attachment  A — Cash  Depositories. 

Attachment  B — Bonding  and  Insurance. 
Attachment  C — Retention  and  Custodial  Re¬ 
quirements  for  Records. 
Attachment  D — Waiver  of  “Single”  State 
Agency  Requirements. 
Attachment  E — Program  Income. 

Attachment  P — Matching  Share. 

Attachment  G — Standards  for  Grantee  Fi¬ 
nancial  Management  Sys¬ 
tems. 

Attachme:.t  H — Financial  Reporting  Re¬ 
quirements. 

Attachment  I — Monitoring  and  Reporting 
of  Program  Performance. 
Attachment  J — Grant  Payment  Require¬ 
ments. 

Attachment  K — Budget  Revision  Procedures. 
Attachment  L — Grant  Closeout  Procedures. 
Attachment  M — Standard  Forms  for  Apply¬ 
ing  for  Federal  Assistance. 
Attachment  N — Property  Management 
Standards. 

Attachment  O — Procurement  Standards. 

OMB  Circular  A-87  promulgates  prin¬ 
ciples  and  standards  for  determining 
costs  applicable  to  grants  and  contracts 
with  State  and  local  governments.  They 
are  designed  to  provide  the  basis  for  a 
uniform  approach  to  the  problem  of  de¬ 
termining  costs  and  to  promote  efficiency 
and  better  relationships  between  grant¬ 
ees  and  their  Federal  counterparts. 

To  the  extent  that  OMB  Circulars  A- 
102  and  A-87  are  directive  upon  the  FAA, 
those  requirements  have  bew,  or  will  be, 
implemented  by  internal  directive  or  pol¬ 
icy  guidance.  Standards  and  require¬ 
ments  applicable  to  sponsors  or  grantees 
are  proposed  to  be  implemented  by 
amendments  to  appropriate  sections  of 
Part  152  of  the  Federal  Aviation  Regu- 
latiwis,  and  by  including  certain  of  the 
material  as  appendices  to  Part  152.  For 
convenience  and  clarity,  OMB  Circular 
A-87  and  Attachments  G,  N,  and  O  of 
OMB  Circular  A-102,  have  been  edited 
and  appear  as  Appendix  J,  K,  L,  and  M, 
respectively,  of  Part  152.  In  general,  only 
those  portions  which  are  directive  upon 
Federal  agencies  have  been  deleted  as 
superfluous  for  the  purposes  of  Part  152. 

This  amendment  proposes  a  number  of 
significant  changes  in  grant  administra¬ 
tion.  A  brief  discussicm  of  major  changes 
is  set  forth  below: 

Appendix  J,  which  is  derived  frMn 
OMB  Circular  A-87,  prescribes  prin¬ 


ciples  and  standards  for  determining 
costs  applicable  to  grants  and  contracts 
with  State  and  local  governments,  and 
would  allow  under  the  Planning  Grant 
Program  certain  indirect  costs,  prin¬ 
cipally  certain  administrative  costs,  and 
require  sponsors  to  support  such  costs  by 
means  of  a  cost  allocation  plan  or  in¬ 
direct  cost  proposal. 

Appendix  K.  which  is  derived  from  At¬ 
tachment  G  to  OMB  Circular  A-102,  pre¬ 
scribes  standards  for  financial  manage¬ 
ment  systems  required  to  be  established 
and  maintained  by  sponsors. 

Appendix  L,  which  is  derived  from  At¬ 
tachment  N  to  OMB  Circular  A-102,  pre¬ 
scribes  uniform  standards  governing  the 
utilization  and  disposition  of  property 
furnished  by  the  Federal  Government  or 
acquired  in  whole  or  in  part  with  Federal 
funds  by  State  and  local  governments. 

Appendix  M,  which  is  derived  from  At¬ 
tachment  O  of  OMB  Circular  A-102,  pro¬ 
vides  standards  for  use  by  State  and  local 
governments  in  establishing  procedures 
for  the  procurement  of  supplies,  equip¬ 
ment,  cMistruction,  and  other  services 
with  Federal  grant  funds. 

New  application  and  payment  forms 
are  proposed  by  this  Notice.  The  grant 
agrreement  form  now  in  use  would  con¬ 
tinue  to  be  used. 

Revised  grant  payment  procedures  are 
proposed  herein.  Generally,  reimburse¬ 
ment  UD  to  the  full  amount  of  the  grant 
without  audit  may  be  made  where  allow¬ 
ability  of  costs  can  be  determined  prior 
to  audit,  and  partial  grant  payments 
could  be  made  as  advance  payments, 
under  certain  conditions,  up  to  90  per¬ 
cent  of  the  estimated  United  States’ 
share  of  project  costs  or  the  grant 
amount. 

Provisions  for  withholding  of  grant 
payments  under  certain  conditions,  and 
for  suspension  and  termination  of  grants 
for  cause  or  convenience,  and  for  re¬ 
questing  reconsideration  of  suspension 
or  termination  actions  by  the  Adminis¬ 
trator  are  proposed. 

Information  and  data  previously  re¬ 
quired  to  be  submitted  in  the  summary 
of  project  costs  and  in  periodic  cost  esti¬ 
mates  would  be  submitted  in  periodic 
financial  reports  (requests  for  payment) 
and  in  program  performance  reports. 

Under  the  planning  grant  program, 
advance  payments  could  be  made  by 
letters  of  credit  or  by  Treasury  check, 
under  certain  conditions,  up  to  the  full 
amount  of  the  grant  agreement. 

Real  property  donated  to  the  sponsor 
by  another  public  agency,  and  previously 
not  an  allowable  project  cost,  would  be 
an  allowable  project  cost. 

Copies  of  OMB  Circular  A-102  and 
OMB  Circular  A-87  may  be  obtained 
from  FAA  District  Airport  offices  and 
FAA  Regional  offices. 

By  Executive  Order  dated  May  9,  1973, 
the  President  transferred  certain  fimc- 
tions  of  the  Office  of  Management  and 
Budget  relating  to  financial  and  property 
management  to  the  Secretary  of  Com¬ 
merce  and  the  Administrator  of  the 
General  Services  Administration.  Pur¬ 
suant  to  that  Order  (which  supersedes 
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Executive  Order  11541  of  J\ily  1,  1970  to 
the  extent  that  it  le  Inconsistent  there¬ 
with)  the  program  admlnstratlon  stand¬ 
ards  promulgated  by  OMB  Circulars 
A-87  and  A-102  are  now  administered  by 
the  Administrator  of  the  General 
Services  Administration. 

In  the  interest  of  Government-wide 
grant-ln-aid  program  uniformity,  devia¬ 
tion  from  the  requirements  of  OMB  Cir¬ 
cular  A-102  and  A-87  will  be  permitted 
only  in  exceptional  cases  and  where 
adequate  Justification  can  be  presented 
to  the  Administrator  of  the  General 
Services  Administration.  However,  rec- 
onunendations  f  (»:  change  (»:  amendment 
will  be  carefully  considered,  and  to  the 
extent  that  such  changes  or  amendments 
are  permitted  by  existing  law  and  appear 
to  offer  benefits  In  program  administra¬ 
tion,  recommendations  will  be  made  to 
the  Office  of  the  Secretary  of  Transpor¬ 
tation. 

This  amendment  Is  proposed  under 
the  authority  of  sectlcms  11  through  27 
of  the  Ain^ort  and  Airway  Development 
Act  of  1970  (84  Stat.  220-233),  and 
S  1.47(g)  of  the  regulations  of  the  Office 
of  the  Secretary  of  Transportation  (49 
CTTR  1.47(g)). 

In  consideration  of  the  foregoing,  it  is 
proposed  to  amend  Part  152  of  the  Fed¬ 
eral  Aviation  Regulations  as  set  forth 
below. 

Issued  in  Washington,  D.C.,  on  Febru¬ 
ary  14, 1974. 

Clyde  W.  Pace,  Jr., 
Director,  Airports  Service. 

1.  By  amending  §  152.23  as  follows: 

•  «  *  ^  •  m 

a.  By  amending  the  caption,  adding  a 
new  paragraph  (a)  (1) ,  by  renumbering 
paragrs4>h8  (a)  (1),  (2).  (3),  (4),  (5), 

(6) ,  (7)  as  (a)  (2),  (3).  (4),  (5).  (6), 

(7) ,  (8)  re^}ectively  and  by  amending 
subparagraph  (a)  (4)  (1)  by  changing  the 
reference  “PAA  Form  SIOO-S”  to  “PAA 
Form  5100-30.” 

§  152.23  Procedures:  preapplication  for 
aid ;  accompanying  information. 

(a)  Preapplication  for  aid.  An  eligible 
sponsor  that  desires  to  obtain  Federal 
aid  for  eligible  airport  development  must 
submit  to  the  appropriate  FAA  office 
(Airports  District  Office  having  jurisdic¬ 
tion  over  the  area  where  the  sponsor  is 
located,  or,  where  there  is  no  such  office, 
the  regional  office  having  that  jurisdic¬ 
tion)  a  preapplication  on  FAA  Form 
5100-30,  accompanied  by  the  following: 

(1)  A  list  of  the  items  of  airport  de¬ 
velopment  requested  for  programming, 
incuding  an  itemized  estimated  cost  of 
such  work.  A  sketch  or  sketches  of  the 
airport  layout  should  be  prepared  in¬ 
dicating  thereon  by  appropriate  legend, 
the  location  of  each  item  of  work  pro¬ 
posed,  using  the  same  item  numbers  as 
set  forth  In  the  itemization  listing. 

§  152.25  [Amended] 

2.  By  unending  subparagraph  (a) 

§  152J25  by  dumglng  the  rtference  to 
“FAA  Ftorm  SIOO-IO”  to  “FAA  Form 
5100-100.” 


§  152.29  [Amended] 

3.  By  amending  paragraph  (a)  of 
§  152.29  by  deleting  the  word  “cantalns” 
in  the  second  sentence  and  by  substitut¬ 
ing  In  lieu  thereof  the  words  “must 
Include.” 

4.  By  amending  S  152.47  as  follows: 

a.  By  amending  paragraph  (a)  (8)  by 
deleting  the  word  “specifically.” 

b.  By  deleting  paragraph  (b)  (5)  and 
by  renumbering  paragraph  (b)  (6)  as 
paragraph  (b) (5) . 

c.  By  adding  a  new  paragraph  (c)  (6) 
to  read  as  follows: 

§152.47  Project  costs. 

«  *  «  «  • 

(c)  Allowable  project  costs.  •  •  * 

(6)  Be  a  direct  cost  determined  in  ac¬ 
cordance  with  the  cost  principles  for 
States  and  local  governments  in  Ap¬ 
pendix  J  of  this  part. 

5.  By  amending  §  152.51  as  follows: 
a.  By  amending  the  caption  and  by  in¬ 
serting  a  new  paragraph  (a)  and  by  de¬ 
leting  paragraph  (b)  and  by  redesig¬ 
nating  paragraph  (a)  as  paragraph  (b) 
to  read  as  follows: 

§  152.51  Contracting  requirements :  per¬ 
formance  of  construction  work;  gen¬ 
eral  requirements. 

(a)  Contracting  requirements.  Each 
contract  tmder  a  project  must  meet  the 
requirements  of  local  law  and  the  re¬ 
quirements  and  standards  contained  in 
Appendix  M  of  this  part.  The  sponsor 
shall  establish  procedures  for  procure¬ 
ment  of  supplies,  equipment,  construc¬ 
tion,  and  other  services  fimded  under  the 
project  which  meet  the  requirements  of 
Appendix  M. 

6.  By  amend^  §  152.53  as  follows: 

a.  By  amending  paragraph  (a)  by  de¬ 
leting  the  figures  “$2,000”  that  appear  in 
the  first  sentence  and  by  substituting  in 
lieu  thereof  the  figures  "$2,500-.” 

b.  By  deleting  the  words  “and  that  the 
contract  conforms  to  the  sponsor’s  grant 
agreement  with  the  United  States”  which 
appear  at  the  end  of  the  first  sentence  in 
paragraph  (e). 

c.  By  amending  paragraph  (e)  by  add¬ 
ing  the  following  at  the  end  thereof : 

§  152.53  Performance  of  construction 
work :  letting  of  contracts. 

«  *  *  •  • 

(e)  •  *  *  A  sponsor’s  proposed  contract 
must  have  preaward  review  and  approval 
of  the  FAA  in  any  of  the  following  cir¬ 
cumstances: 

(1)  ’The  sponsor  has  not  complied  with 
the  standards  of  Appendix  M  of  this  part. 

(2)  ’The  ocmtract  is  proposed  to  be 
awarded  on  a  sole-source  basis  and  is 
expected  to  exceed  $5,000. 

(3)  The  proposed  contract  is  expected 
to  exceed  $500,000. 

(4)  The  iq)on8or  has  not  prevloutdy  re¬ 
ceived  a  grant  from  the  Department  of 
Transportation. 

(5)  The  FAA  requests  that  the  pro¬ 
posed  contract  be  submitted  for  preaward 
review  and  approval. 

7.  By  amending  S  152.63  to  read  as 
follows: 


§  152.63  Financial  management  ays- 
team:  acooantang  and  andit  «f  apon- 
aor  and  contractor  records. 

(a)  Financkd  management  system. 
Each  sponsor  shall  establish  and  main¬ 
tain  a  financial  management  system  that 
meets  the  standards  of  Appendix  K  of 
this  Part. 

(b)  Accounting  records.  Each  sponsor 
shall  establish  and  maintain,  for  each 
individual  project,  an  adequate  account¬ 
ing  record  to  allow  appropriate  person¬ 
nel  of  the  FAA  to  determine  all  funds 
received  (Including  fimds  of  the  spon¬ 
sor  and  funds  received  from  the  United 
States  or  other  sources),  and  to  deter¬ 
mine  the  allowability  of  all  Incurred  costs 
of  the  project.  ’The  spmisor  shall  Segre¬ 
gate  and  group  project  cost  so  that  It  can 
furnish,  on  due  notice,  cost  Information 
in  the  following  cost  classifications: 

(1)  Piurchase  price  or  value  of  land. 

(2)  Cost  oi  relocation  payment  and 
assistance. 

(3)  Incidental  costs  of  land  acquisi- 
tiem. 

(4)  Costs  of  contract  construction. 

(5)  Costs  of  force  account  construc¬ 
tion. 

(6)  Engineering  costs  of  plans  and  de¬ 
signs. 

(7)  Engineering  costs  of  supervision 
tuid  inspection. 

(8)  Other  administrative  costs. 

(c)  Documentary  evidence.  The  spon¬ 
sor  shall  obtain  and  retain,  for  a  period 
of  three  (3)  years  aft^  the  date  ot  the 
final  pasmient  request,  dociunaitary  evi¬ 
dence  such  as  invoices,  cost  estimates, 
and  payrolls  supporting  each  item  of 
project  costs. 

(d)  Retention  of  evidence  Of  payment. 
The  sponsor  shall  retain,  for  a  period  of 
three  (3)  years  aft»  the  date  ot  the  final 
payment  request,  evidence  of  all  pay¬ 
ments  for  it^s  of  project  costs  includ¬ 
ing  vouchers,  cancelled  checks  or  war¬ 
rants.  and  receipts  for  cash  payment. 

(e)  Availability  of  records.  The  spon¬ 
sor  shall  allow  the  Administrator  and  the 
Cmnptroller  General  of  the  United 
States,  m:  an  authorized  r^resentatlve 
of  either  of  them,  access  to  any  of  its 
boc^,  dociunents,  papers,  and  records 
that  are  pertinent  to  grants  received 
imder  the  Airport  Development  Aid  Pro¬ 
gram  for  the  purposes  of  accounting  and 
audit.  Appropriate  FAA  personnel  may 
make  progress  audits  at  any  time  dur¬ 
ing  the  project,  upon  notice  to  the  spon¬ 
sor.  If  audit  findings  have  not  been  re¬ 
solved,  records  shall  be  retained  until 
such  findings  have  been  resolved.  Rec¬ 
ords  for  nonexpendable  property  which 
was  acquired  with  Federal  funds  shall  be 
retained  for  3  years  after  dh«X)si- 
Uon  of  the  property.  Microfilm  copy  of 
original  rec<Hds  may  be  substituted  for 
original  records  with  the  {4>proval  (A.  the 
FAA.  If  the  FAA  determines  that  cer¬ 
tain  records  have  long-term  retention 
value,  the  sponsor  shall  transfer  custody 
of  those  records  to  the  FAA  cm  request. 

(f)  AvaUdbUity  of  contractor's  rec^ 
ords.  The  sponsor  shall  Include  In  each 
contract  of  the  oost-reimbursable  type 
a  clause  whidl  altows  the  Admlnistra- 
tor  and  the  Comptroller  General  of  the 
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United  States,  or  an  authorized  repre¬ 
sentative  of  either,  access  to  the  con¬ 
tractor’s  records  pWtinent  to  the  con¬ 
tract  for  the  purposes  of  accounting  and 
audit. 

(g)  Property  management  standards. 
The  sponsor  shall  establish  and  main¬ 
tain  prc^rty  management  standards  for 
the  utilizaticm  and  dispositicm  of  prc^)- 
erty  furnished  by  the  Federal  govern¬ 
ment  or  acquired  in  whole  or  in  part 
with  Federal  funds  by  the  sponsor  in 
accordance  with  Appendix  L  of  this  part. 

8.  By  adding  a  new  §  152.64  to  read 
as  follows: 

§  152.64  Noncompliance  with  conditions 
of  grant:  suspension  or  termination 
of  grant. 

(a)  Suspension  of  grant.  If  the  spon¬ 
sor  fails  to  comply  with  the  conditions  of 
the  grant,  the  FAA  may,  by  written 
notice  to  the  sponsor,  suspend  the  grant 
and  withhold  further  payments  pending 
corrective  action  by  the  sponsor  or  a  de¬ 
cision  to  terminate  the  grant.  After  re¬ 
ceipt  of  notice  of  suspension,  the  spcmsor 
may  not  incur  additional  obligati(xis  of 
grant  funds  during  the  susp«ision.  All 
necessary  and  proper  costs  which  the 
sponsor  could  not  reasonably  avoid  dur¬ 
ing  the  period  of  suspension  will  be 
allowed,  if  such  costs  are  in  accordance 
with  Appendix  J  of  this  Part. 

(b)  Termination  for  cause.  If  the 
sponsor  fails  to  ctxnply  with  the  condi¬ 
tions  of  the  grant,  the  FAA  may.  by  writ¬ 
ten  notice  to  the  sponsor,  terminate  the 
grant  in  whole,  or  in  part.  The  notice  of 
termination  will  contain  the  reastms  for 
termination  and  the  effective  date  of 
termination.  After  receipt  of  the  notice 
of  termination  the  sponsor  may  not  incur 
additional  obligations  of  grant  funds. 
Paymmts  to  be  made  to  the  sponsor  or 
recoveries  of  payments  by  the  FAA  under 
the  grant  shall  be  in  accordance  with 
the  legal  rights  and  liabilities  of  the 
parties. 

(c)  Termination  for  convenience. 
When  the  continuati(Hi  of  the  project 
would  not  produce  beneficial  results  com¬ 
mensurate  with  the  further  expenditure 
of  fimds,  the  grant  may  be  terminated  in 
whole,  or  in  part,  upon  mutual  agree¬ 
ment  of  the  FAA  and  the  sponsor.  Agree¬ 
ment  will  be  made  upon  the  termination 
conditions,  including  the  effective  date 
and,  in  the  case  of  partial  terminations, 
the  portion  to  be  terminated.  In  such 
case  the  sponsor  shall  not  incur  new 
obligaticxis  for  the  terminated  portion 
after  the  effective  date,  and  shall  cancel 
as  many  obli^tions,  relating  to  the  ter¬ 
minated  portion,  as  ix>ssible.  The  spon¬ 
sor  will  be  allowed  full  credit  for  the 
Federal  share  of  the  noncancellable 
dsligations  which  were  properly  incmred 
by  the  sponsor  prior  to  the  terminatltm. 

(d)  Request  for  reconsideration.  In 
any  case  of  su^nsion  or  termination, 
the  sponsor  may  request  the  Adminis¬ 
trator  to  reconsider  the  suspension  or 
termination.  Such  request  for  recon¬ 
sideration  shall  be  made  within  45  days 
after  receipt  of  the  notice  of  suspension 
or  termination. 


9.  By  amending  S  152.65  by  amending 
l>aragraph  (a)  to  read  as  follows: 

§  152.65  Grant  payments :  General. 

(a)  Application.  Except  in  those 
instances  where  the  sponsor  has  secured 
prior  approval  by  the  FAA  for  the  use  of 
FAA  Form  5100-61,  an  application  for  a 
grant  payment  is  made  on  FAA  Form 
5100-60,  accompanied  by  any  supporting 
information,  including  appraisals  of 
property  interests,  that  the  FAA  needs 
to  determine  the  allowability  of  any  costs 
for  which  payment  is  requested. 

«  «  «  •  * 

10.  By  adding  a  new  §  152.66  to  read 
as  follows ; 

§  152.66  Reporting  requirements. 

(a>  Reporting  on  accrual  basis.  Spon¬ 
sors  shall  submit  all  financial  reports  on 
an  accrual  basis.  If  records  are  not  main¬ 
tained  on  an  accrual  basis,  reports  may 
be  based  on  analysis  of  records  or  best 
estimates. 

(b)  Report  of .  Federal  cash  trans¬ 
actions.  When  fimds  are  advanced  to  a 
sponsor  by  Treasury  check,  the  sponsor 
shall  submit  FAA  Form  5100-62  within 
15  working  days  following  the  end  of 
each  quarter. 

(c>  Monitoring  and  reporting  of  pro¬ 
gram  performance.  The  sponsor  shall 
monitor  performance  under  the  project 
to  assure  that  time  schedules  are  being 
met.  projected  work  imits  by  time  periods 
are  being  accomplished,  and  other  per¬ 
formance  goals  are  being  accomplished, 
and  that  other  performance  goals  are 
being  achieved.  Reviews  shall  be  made 
for  each  item  of  develoixnent  included 
in  the  project  and  other  work  to  be  per¬ 
formed  as  a  condition  of  .the  grant  agree¬ 
ment.  The  sponsor  shall  submit  a  per¬ 
formance  report,  on  a  quarterly  basis, 
which  must  include — 

(1)  A  comparison  of  actual  accom¬ 
plishments  to  the  goals  established  for 
the  period.  Where  applicable,  a  com- 
p>arison  will  be  made  on  a  quantitative 
basis  related  to  cost  data  for  computa¬ 
tion  of  unit  costs; 

(2>  Iteasons  for  slippage  in  those  cases 
where  established  goals  are  not  met;  and 

(3)  Other  pertinent  information  in¬ 
cluding,  when  appropriate,  analysis  and 
explanation  of  cost  overruns  or  high  unit 
costs. 

(d)  Notice  of  delay  or  acceleration. 
The  sponsor  shall  promptly  notify  the 
FAA  of  conditions  or  events  which  may 
delay  or  accelerate  accomplishment  of 
the  project.  In  the  event  that  delay  is 
anticipated,  a  statement  of  actions  taken 
or  contemplated  and  Federal  assistance 
required  must  be  included. 

(e)  Budget  revision.  If  any  perform¬ 
ance  review  conducted  by  the  spcmsor 
discloses  a  need  for  change  in  the  budget 
estimates,  the  sponsor  shall  submit  a  re¬ 
quest  for  budg^  revision  on  FAA  Form 
5100-100.  Such  request  for  prior  approval 
for  budget  revisiim  shall  be  made 
promptly  by  the  ^x>nsor  whenever: 

(1)  The  revision  results  from  changes 
in  the  scope  or  objective  erf  the  project: 
or 


(2)  The  revision  increases  the  budgeted 
amounts  of  Federal  funds  needed  to  com¬ 
plete  the  project. 

(f)  The  spwisor  shall  promptly  notify 
the  FAA  whenever  the  amount  of  the 
grant  is  expected  to  exceed  the  needs  of 
the  sponsor  by  more  than  $5,000  or  5  per¬ 
cent  of  the  gi-ant  amount,  whichever  is 
greater. 

11.  By  amending  §  152.69  to  read  as 
follows: 

§  152.69  Grant  payiiietilM;  I'arlial  and 
semifinal. 

(a)  General.  Subject  to  the  final  de¬ 
termination  of  allowable  proj^t  costs  as 
provided  in  §  152.71  of  this  Part,  partial 
grant  payments  for  project  costs  may  be 
made  to  a  sponsor  upon  application. 
Unless  previously  agreed  otherwise,  a 
sponsor  may  apply  for  partial  payments 
on  a  monthly  bsisis.  Hie  payments  may 
be  paid,  upon  application  made  on  FAA 
Form  5100-60,  on  the  basis  of  the  costs 
of  aiiport  development  that  is  accomp¬ 
lished,  or,  with  the  prior  approval  by 
FAA  for  the  use  of  FAA  Form  5100-61,  on 
the  basis  of  the  estimated  costs  of 
airport  development  expected  to  be 
accomplished. 

(b)  Reimbursements.  When  allow¬ 
ability  of  costs  can  be  determined,  grant 
payments  are  made  in  amounts  large 
enough  to  bring  the  aggregate  amount  of 
all  partial  payments  to  the  estimated 
United  Stat^’  share  of  the  project  costs 
of  the  airport  development  accomplished 
under  the  project  as  of  the  date  of  the 
sp(msor’s  latest  a];H>lication  for  payment. 

(c)  Advance  payments.  With  prior 
FAA  approval,  and  if  the  sponsor  applies, 
partial  grant  payments  may  be  made  as 
advance  payments  in  an  amount  large 
enough  to  bring  the  aggregate  amoimt 
of  all  partial  payments  to  the  estimated 
project  costs  of  the  airport  development 
expected  to  be  accomplished  within  30 
days  after  the  date  of  the  sponsor’s  ap¬ 
plication  for  advance  payment.  However, 
no  such  advance  payment  may  be  made 
in  an  amount  that  would  bring  the  aggre¬ 
gate  amount  of  all  partial  payments  for 
the  project  to  more  than  90  percent  of 
the  estimated  United  States’  share  of 
the  total  estimated  cost  of  all  airport 
development  included  in  the  project,  but 
not  including  contingency  items,  or  90 
percent  of  the  maximum  obligation  of 
the  United  States  as  stated  in  the  grant 
agreement,  whichever  amount  is  the 
lower.  In  determining  the  amount  of  a 
partial  grant  payment,  those  project 
costs  that  the  Administrator  considers  to 
be  of  questionable  allowability  are  de¬ 
ducted  both  from  the  amount  of  project 
costs  incurred  and  from  the  amount  of 
the  estimated  total  project  cost. 

(d)  Withholding  of  payments.  Pay¬ 
ment  to  the  sponsor  may  be  withheld 
at  any  time  during  the  grant  period  if 
the  sponsor  has  failed  to  comply  with  the 
program  objectives,  grant  award  condi¬ 
tions,  or  Federal  reporting  requirements, 
or  the  sponsor  is  indebted  to  the  United 
States  and  collection  of  the  indebtedness 
will  not  Impair  accomplishment  of  any 
grant  program  sponsored  by  the  United 
States. 
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12.  By  amending  §  152.71  to  read  as 
follows: 

§152.71  Grant  clf>8eout  retfuirements. 

(a)  Program  income.  Sponsors  that  are 
units  of  local  government  shall  return 
aU  interest  earned  on  advances  of  grant* 
in-aid  funds  to  the  Federal  Government 
in  accordance  with  a  decision  of  the 
Comptroller  General  (42  Comp.  Gen. 
289).  All  other  program  income  (gross 
income)  earned  by  grant-supported  ac¬ 
tivities  during  the  grant  period  shall  be 
retained  by  the  sponsor  and;  in  accord¬ 
ance  with  the  grant  agreement: 

(1)  Added  to  funds  committed  to  the 
project  by  the  FAA  and  the  sponsor  and 
used  to  further  eligible  program  objec¬ 
tives:  or 

(2)  Deducted  from  the  total  project 
cost  for  the  purpose  of  determining  the 
net  costs  on.  which  the  Federal  share  of 
costs  will  be  based. 

(b)  Payment  for  cost  incurred.  When 
the  project  is  completed  in  accordance 
with  the  grant  agreement,  the  sponsor 
may  apply  for  payment  for  incurred 
costs  up  to  the  maximum  amoimt  of  the 
grant  agreement.  When  allowability  of 
costs  can  be  determined  under  §  152.47, 
payment  may  be  made  to  the  sponsor  if — 

(1)  A  Anal  inspection  of  all  work  at 
the  airport  site  has  been  made  jointly  by 
the  appropriate  FAA  office  and  repre¬ 
sentatives  of  the  spmisor  and  the  con¬ 
tractor,  unless  that  office  agrees  to  a  dif¬ 
ferent  procedure  for  flnial  inspection; 

(2)  The  sponsor  has  furnished  final 
“as-constructed”  plans,  unless  other¬ 
wise  agreed  to  by  the  Administrator; 
and 

(3)  The  FAA  is  satisfied  that  the  proj¬ 
ect  is  completed. 

(c)  Financial  reports.  The  sponsor 
shall  furnish  within  90  days  after  the 
date  of  completion  of  a  grant  all  finan¬ 
cial.  performance,  and  other  reports  re¬ 
quired  as  a  condition  of  the  grant. 

(d)  Property  accounting  reports.  The 
sponsor  shall  account  for  any  property 
acquired  with  grant  funds,  or  received 
from  the  Government  in  accordance 
with  the  provisions  of  Appendix  L  of  this 
Part. 

(e)  Final  determination  of  U.S.  share. 
Based  upon  the  final  audit,  the  Adminis¬ 
trator  determines  the  total  amoimt  of 
the  allowable  project  costs  and  makes 
settlement  for  any  upward  or  downward 
adjustments  to  the  Federal  share  of 
costs. 

§  1.52.7.3  [.4ni<'nded] 

13.  By  amending  paragraph  (a)  of 
§  152.73  by  changing  the  reference  to 
“(FAA  Form  5100-3)”  to  “(FAA  Form 
5100-30).” 

14.  By  amending  §  152.75  to  read  as 
follows : 

§  152.75  Form«i. 

(a)  General.  The  forms  used  for  the 
purposes  of  Subparts  B  and  C  of  this 
Part  are  as  fellows:  ^ 

(1)  Preapplication  for  Federal  Assist¬ 
ance.  FAA  Form  1500-30.  This  form  es¬ 
tablishes  formal  communication  between 
the  sponsor  and  the  Federal  Aviation 
Administration.  It  contains  four  parts: 


(1)  Part  I.  For  pertinent  informatiem 
regarding  the  sponsor  and  type  of  assist¬ 
ance  being  requested. 

(ii)  Part  II.  For  pertinent  information 
regarding  ancillary  statutory  and  ad¬ 
ministrative  requirements  which  have  to 
be  considered  in  approval  of  a  project. 

(iii)  Part  III.  Project  Budget.  Identi¬ 
fication  of  the  source  and  amounts  of 
fimds  to  be  used  in  accomplishing  the 
project. 

(iv)  Part  rv.  Program  Narrative 
Statement.  For  pertinent  information 
describing  the  need,  objectives,  method 
of  accomplishment,  the  geographical  lo¬ 
cation  of  the  project,  and  the  benefits 
expected  to  be  obtained  from  the 
assistance. 

(2)  Project  Application,  FAA  Form 
5100-100.  A  formal  application  for  Fed¬ 
eral  aid  to  carry  out  a  project  under  Sub¬ 
parts  B  and  C.  It  contains  five  parts: 

(i)  Part  I.  For  pertinent  information 
regarding  the  sponsor  and  type  of  as¬ 
sistance  being  requested. 

(ii)  Part  II.  Project  Approval  Infor¬ 
mation.  For  pertinent  information  re¬ 
garding  ancillary  statutory  and  adminis¬ 
trative  requirements  which  have  to  be 
considered  in  approval  of  project. 

(iii)  Part  III.  For  pertinent  budget 
information  necessary  for  calculation  of 
the  Federal  grant. 

(iv)  Part  IV.  Program  narrative  re¬ 
quired  for  all  new  grant  programs. 

(V)  Part  V.  Assurances.  The  applicant 
a.ssures  and  certifies  that  he  will  comply 
with  certain  regulations,  policies,  guide¬ 
lines,  and  requirements  as  they  relate  to 
the  application,  acceptance  and  use  of 
Federal  funds  for  the  proposed  federally 
assisted  project. 

(3)  Grant  Agreement,  FAA  Form 
5100-13. — (1)  Part  I.  Offey  by  the  United 
States  to  pay  a  specified  percentage  of 
the  allowable  costs  of  the  project,  as  de¬ 
scribed  therein,  on  specific  terms  relat¬ 
ing  to  the  undertake  and  carrying  out 
of  the  project,  determination  of  allow¬ 
ability  of  costs,  payment  of  the  United 
States’  share,  and  operation  and  mainte¬ 
nance  of  the  airport  in  accordance  with 
assurances  in  tiie  project  application. 

(ii)  Part //.  Acceptance  of  the  offer  by 
the  sponsor,  execution  of  the  acceptance 
by  the  sponsor,  and  certification  by  its 
attorney. 

(4)  Application  for  Grant  Payment; 
FAA  Form  5100-60,  FAA  Form  5100-61. 
The  Outlay  Report  and  Request  for  Re¬ 
imbursement.  FAA  Form  5100-60,  pro¬ 
vides  a  detailed  breakout  of  costs  in¬ 
curred  by  the  sponsor,  as  well  as  certifica¬ 
tion  provisions  to  be  executed  by  the 
sponsor.  Item  12.  a.  should  be  executed 
by  a  sponsor’s  representative  authorized 
to  make  the  payment  request.  Item  12.  b. 
should  be  executed  by  a  sponsor’s  rep¬ 
resentative  qualified  to  make  such  certifi¬ 
cation.  The  Request  for  Advance  or  Re¬ 
imbursement,  FAA  Form  5100-61,  does 
not  provide  a  detailed  breakout  of  in¬ 
curred  costs;  the  certification  Is  com¬ 
pleted  by  the  sponsor’s  authorized  offi¬ 
cial.  The  use  of  FAA  Form  5100-61  re¬ 
quires  prior  aE8>roval  of  FAA. 


(5)  Report  of  Federal  Cash  Transac¬ 
tions,  FAA  Form  5100-62.  When  funds 
are  advanced  to  a  sponsor  through  the 
use  of  FAA  Form  5100-61  the  sponsor 
submits  an  original  and  two  copies  of 
the  Report  of  Federal  Cash  Transac¬ 
tions,  FAA  Form  5100-62  no  later  than 
15  working  days  following  the  end  of 
each  quarter. 

(b)  Availability  of  forms.  Copies  of 
the  forms  listed  in  paragraph  (a)  of  this 
section,  and  assistance  in  completing 
them  are  available  from  FAA  offices. 

15.  By  amending  §  152.123  to  read 
as  follows: 

§  152.123  Application  requirements. 

(a)  General.  An  eligible  sponsor  that 
desires  to  obtain  Federal  aid  for  eligible 
airport  master  planning  or  airport  sys¬ 
tem  planning,  must  submit  to  Uie  appro¬ 
priate  FAA  office  a  completed  Applica¬ 
tion  for  Federal  Assistance  (Noncon¬ 
struction  Programs),  FAA  Form 
5100-101,  signed  by  an  authorized  repre¬ 
sentative  of  the  sponsor. 

(b)  Coordination.  Evidence  of  coordi¬ 
nation  with  other  agencies  and  the  ap¬ 
propriate  state  and  area-wide  clearing¬ 
houses,  as  required  by  OMB  Circular  No. 
A-95,  must  be  attached  to  the  applica¬ 
tion. 

(c)  Budget  information.  The  budget 
information  required  with  the  applica¬ 
tion  must  be  sub-divided  into  the  fol¬ 
lowing  functions  or  activities,  if  appro¬ 
priate,  and  the  basis  for  computation  of 
these  costs  must  be  included  in  the  sub¬ 
mission  : 

( 1 )  Third  party  contracts ; 

(2)  Sponsor  force  account  costs;  and 

(3)  Administrative  costs. 

(d)  Program  narrative.  The  program 
narrative  submitted  with  the  application 
must  contain  at  least  the  following 
items; 

(1)  Objective  of  study:  a  description 
of  the  'purpose  and  objectives  of  the 
planning  study. 

(2)  Results  and  benefits  expected;  a 
summation  of  the  results  and  benefits 
anticipated  as  a  result  of  the  study. 

(3)  Work  Statement:  a  detailed  de¬ 
scription  of  the  proposed  project  work. 
This  statement  must  include  a  descrip¬ 
tion  of  each  w'ork  element,  a  list  of 
organizations,  consultants,  or  other  key 
individuals  who  will  work  on  the  project, 
and  the  nature  of  their  contribution,  and 
a  proposed  schedule  of  work  accomplish¬ 
ment. 

(4)  Geographic  Location:  the  loca¬ 
tion  of  the  airport  or  the  boundaries  of 
the  planning  area. 

(e)  Sponsor  force  account.  If  the 
sponsor  proposes  to  accomplish  the 
project  work  with  its  own  forces,  or 
those  of  another  public  or  planning 
agency,  it  must  request  approval  from 
the  appropriate  FAA  office.  In  requesting 
this  approval,  the  sponsor  must  submit, 
as  part  of  the  program  narrative,  as¬ 
surance  that  adequate  competent  per¬ 
sonnel  are  available  to  satisfactorily  ac¬ 
complish  the  proposed  planning. 

16.  By  amending  paragraph  (b)(1)  of 
§  152.125  to  read  as  follows: 
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§  152.125  Sponsor  digflMlity. 

•  •  •  •  ‘  • 

(b)  Eligibility  TeqviiremenU.  •  •  • 

(1)  Make  the  certifications,  represen¬ 
tations,  and  warranties  required  In  the 
Appllcaticm  for  Federal  Assistance  (FAA 
Form  5100-101). 

§  152.129  [Amended] 

17.  By  amending  paragraph  (c)(18) 
of  §  152.129  by  changing  the  reference  to 
“Office  of  Management  and  Budget  Cir¬ 
cular  No.  A-8T’  to  "Appendix  J  of  this 
part.” 

§  152.131  [Amended] 

18.  By  amending  paragraph  (b)(14) 
of  i  152.131  by  changing  the  reference 
to  “Office  61  Management  and  Budget 
Circular  No.  A-87"  to  “AiH>endix  J  of  this 
Part.” 

19.  By  adding  a  new  S  152.136  to  read 
as  follows: 

§  152.136  Contracting  requirements. 

Each  contract  under  a  project  must 
meet  the  requirements  of  local  law  and 
the  reqtiirements  and  standards  con¬ 
tained  in  Appendix  M  of  this  Part. 

§  152.137  [Amended] 

20.  By  amending  paragraph  (e)  of 
S  152.137  by  changing  the  reference  to 
“Office  of  Management  and  Budget  Cir¬ 
cular  No.  A-87”  to  “Appendix  J  of  this 
Part.” 

21.  By  adding  a  new  §  152.140  to  read 
as  fc^ows : 

§  152.140  Reporting  requirements. 

(a)  Reporting  on  accrual  basis.  Spon¬ 
sors  shaU  submit  all  financial  reports  on 
an  accrual  basis.  If  records  are  not  main¬ 
tained  on  an  accrual  basis,  reports  may 
be  based  on  analysis  of  records  or  best 
estimates. 

(b)  Report  of  Federal  cash  transac¬ 
tions.  When  funds  are  advanced  to  a 
sfHjnsor  by  letters  of  credit  or  Treasiuy 
check,  the  sponsor  shall  sutoiit  FAA 
Form  5100-62  within  15  working  days 
following  the  end  of  each  quarter. 

(c)  Monitoring  and  reporting  of  pro¬ 
gram  performance.  The  sponsor  shall 
monitor  performance  under  the  project 
to  assure  that  time  schedules  are  being 
met,  projected  work  units  by  time  periods 
are  l^ing  accomplished,  and  other  per¬ 
formance  goals  are  being  achieved.  Re¬ 
views  shall  be  made  for  each  work  ele¬ 
ment  included  in  the  project  and  other 
work  to  be  performed  as  a  (xmdition  of 
the  grant  agreement.  The  sponsor  shall 
submit  a  performance  report,  on  a  quar¬ 
terly  basis,  which  must  include — 

(1)  A  comparison  of  actual  accom¬ 
plishments  to  the  goals  established  for 
the  period.  Where  ^qipUcable,  a  compari¬ 
son  will  be  made  on  a  quantitative  basis 
related  to  cost  data  for  computation  of 
work  element  costs; 

(2)  Reasons  for  slippage  in  those  cases 
where  established  goals  are  not  met;  and 

(3)  Other  pertinent  information  In¬ 
cluding,  when  wropiiate,  analysis  and 
explanation  of  cost  overruns  or  high  work 
element  costs. 


(d)  Notice  of  delay  or  acceleration. 
The  sponsor  shall  promptly  notify  the 
FAA  of  conditions  or  events  vdilch  may 
delay  or  accelerate  accomplishment  of 
the  project  In  the  event  that  delay  is 
anticipated,  a  statement  of  actlcxis  taken 
or  (xmtemplated  and  Federal  assistance 
required  must  be  Included. 

(e)  Financial  status  report.  The  s(>on- 
sor  shall  submit  a  financial  status  repmt 
on  FAA  Form  5100-63  at  the  completion 
of  the  project.  In  the  case  of  a  project 
more  than  one  year  in  duration,  the  re¬ 
port  shall  be  submitted  at  the  end  of  the 
first  year  after  issiiance  of  the  grant  and 
annually  thereafter,  and  at  completion 
of  the  project. 

22.  By  amending  §  152.141  to  read  as 
follows: 

§152.141  Grant  payments. 

(a)  Methods  of  payment.  Grant  pay¬ 
ments  to  sponsors  will  be  made  by  letter 
of  credit,  advance  by  Treasury  check,  or 
reimbursement  by  Treasury  checks. 

(b)  Letter  of  credit  funding.  Letter  of 
credit  funding  may  not  be  used  unless : 

(1)  There  is  or  will  be  a  c(mtinuing 
relationship  between  a  sponsor  and  the 
FAA  for  at  least  a  12-month  period  and 
the  total  amoimt  advances  to  be  re¬ 
ceived  within  that  period  is  $250,000  or 
more; 

(2)  The  sponsor  has  established  or 
demonstrated  to  the  FAA  the  willingness 
and  ability  to  establish  procedures  that 
will  minimize  the  time  elapsing  between 
the  transfer  of  funds  and  their  disburse¬ 
ment  by  the  grantee;  and 

(3)  The  sponsor’s  financial  manage¬ 
ment  system  meets  the  standards  for 
fund  control  and  accountability  pre¬ 
scribed  in  Appendix  K  of  this  part. 

(c)  Advance  by  Treasury  check.  Ad¬ 
vance  of  funds  by  Treasury  check  may 
be  made  if  the  sponsor  meets  the  require¬ 
ments  of  i  152.141(b)  (2)  and  (3). 

(d)  Reimbursement  by  Treasury  check. 
Reimbursement  by  Treasury  check  shall 
be  made  if  the  sponsor  does  not  meet 
the  requirements  of  S  152.141(b)  (2) 
and  (3). 

(e)  Request  for  payment.  Except 
when  grant  payment  is  to  be  made  by 
letter  of  credit,  requests  for  payment 
must  be  made  cm  FAA  Form  5109-61, 
Request  for  Advance  or  Reimbursement. 

(f)  Withholding  of  payments.  Pay¬ 
ment  to  the  sponsor  may  be  withheld  at 
any  time  during  the  grant  period  if  a 
sponsor  has  failed  to  comply  with  the 
program  objectives,  grant  award  condi¬ 
tions,  or  Federal  reporting  requirements, 
or  the  sponsor  is  indebted  to  the  United 
States  and  collection  of  the  indebtedness 
will  not  impair  accomplishment  of  the 
objectives  of  any  grant  program  spon¬ 
sored  by  the  United  States. 

23.  By  adding  a  new  S  152.142  to  read 
as  follows: 

§  152.142  Noncompliance  with  condi¬ 
tions  of  grant:  suspension  or  termi¬ 
nation  of  grant. 

(a)  Suspension  of  grant.  It  the  spon¬ 
sor  falls  to  comply  with  the  ccmdltions  of 
the  grant,  the  FAA  may,  by  written  notice 


to  the  sponsor,  suspend  the  grant  and 
withhold  fiuiher  payments  pending  cor¬ 
rective  action  by  the  sponsor  or  a  de¬ 
cision  to  terminate  the  grant.  After  re¬ 
ceipt  of  notice  of  suspenslcm,  the  sponsor 
may  not  tncm  additional  obligations  of 
grant  funds  diuing  the  suspension.  All 
necessary  and  proper  costs  which  the 
sponsor  could  not  reasonably  avoid  dur¬ 
ing  the  period  of  suspension  will  be 
allowed,  if  such  costs  are  In  accordance 
with  Appendix  J  of  this  part. 

(b)  Termination  for  cause.  If  the 
sponsor  fails  to  comply  with  the  condi¬ 
tions  of  the  grant,  the  FAA  may,  by 
written  notice  to  the  sponsor,  terminate 
the  grant  in  whole,  or  in  part.  The 
notice  of  termination  will  contain  the 
reasons  for  termination  and  the  effective 
date  of  termination.  After  receipt  of  the 
notice  of  termination  the  sponsor  may 
not  indu*  additional  obligations  of  grant 
funds.  Payments  to  be  made  to  the  spon¬ 
sor  or  recoveries  of  payment  by  the  FAA 
under  the  grant  shall  be  in  accordance 
with  the  legal  riedits  and  liabilities  of  the 
parties. 

(c)  Termination  for  convenience. 
When  the  continuation  of  the  project 
would  not  produce  beneficial  results  com¬ 
mensurate  with  the  further  expenditure 
of  funds,  the  grant  may  be  terminated  in 
whole,  or  in  part,  upon  mutual  agree¬ 
ment  of  the  FAA  and  the  sponsor.  Agree¬ 
ment  will  be  made  upon  the  termination 
conditions,  including  the  effective  date 
and,  in  the  case  of  partial  terminations 
the  portion  to  be  terminated.  In  such 
case  the  sponstn*  shall  not  incur  new 
obligations  for  the  terminated  portion 
after  the  effective  date,  and  shall  cancel 
as  many  obligations,  relating  to  the  ter¬ 
minated  portion,  as  possible.  The  sponsor 
will  be  allowed  full  credit  for  the  Federal 
share  of  the  noncancellable  obligations 
which  were  properly  incmred  by  the 
sponsor  prior  to  the  termination. 

(d)  Request  for  reconsideration.  In 
any  case  of  suspension  or  termination, 
the  sponsor  may  request  the  Administra¬ 
tor  to  reconsider  the  suspension  or  termi¬ 
nation.  Such  request  for  reconsideration 
shall  be  made  within  45  days  after  re¬ 
ceipt  of  the  notice  of  suspension  or  termi¬ 
nation. 

24.  By  amending  S  152.143  as  follows: 

1.  By  amending  the  caption  and  para¬ 
graph  (b)  by  deleting  the  words  “final 
grant  payment,”  which  appears  in  the 
first  sentence,  and  by  substituting  in  lieu 
thereof  the  words  “final  financial  status 
report,”. 

2.  By' amending  paragraph  (c)  and  by 
adding  new  paragraphs  (e)  and  (f)  to 
read  as  follows: 

§  152.143  Financial  management  sys¬ 
tem;  accounting;  and  audit  of  spon¬ 
sor  and  contractor  records. 

*  •  •  *  • 

(c)  Availability  of  records.  (1)  The 
spon^r  shall  allow  the  Administrator 
and^the  Comptroller  General  of  the 
United  States,  or  an  authorized  repre¬ 
sentative  of  either  of  them,  access  to  any 
of  its  books,  documents,  papers,  and  rec- 
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Ol  ds  that  are  pertinent  to  grants  received 
under  the  Planning  Grant. 

(2)  Program  for  the  purposes  of  ac¬ 
counting  and  audit.  Appropriate  FAA 
personnel  may  make  progress  audits  at 
any  time  during  the  project,  upon  notice 
to  the  sponsor.  If  audit  findings  have 
not  been  resolved,  records  shall  be  re¬ 
tained  until  such  findings  have  been  re¬ 
solved.  Records  for  nonexpendable  prop¬ 
erty  which  was  acquired  with  Federal 
funds  shall  be  retained  for  3  years  after 
final  disposition  of  the  property.  Micro¬ 
film  copy  of  original  records  may  be  sub¬ 
stituted  for  original  records  with  the  ap¬ 
proval  of  the  FAA.  If  the  FAA  deter¬ 
mines  that  certain  records  have  long¬ 
term  retention  value,  the  sponsor  shall 
transfer  custody  of  those  records  to  the 
FAA  on  request.  - 

•  *  *  *  • 

(e)  Financial  management  system. 
Each  sponsor  shall  establish  and  main¬ 
tain  a  financial  management  system  that 
meets  the  standards  of  Appendix  K  of 
this  Part. 

(f)  Property  management  standards. 
*Each  sponsor  shall  establish  and  main¬ 
tain  property  management  standards  for 
the  utilization  and  disposition  of  prop¬ 
erty  furnished  by  the  Federal  govern¬ 
ment.  or  acquired  in  whole  or  in  part 
with  Federal  fimds  by  the  sponsor,  in 
accordance  with  Appendix  L  of  this 
Part.  The  sponsor  shall  account  for  any 
property  acquired  with  grant  funds,  or 
received  from  the  Federal  government, 
in  accordance  with  Appendix  L. 

25.  By  adding  a  new  §  152.145  to  read 
as  follows: 

§  1.)2.145  Grant  closeout  requiremeiils. 

(a)  Notice  of  completion.  When  a 
project  has  been  coippleted  and  the  final 
project  report  has  been  received  and  ac¬ 
cepted  by  the  FAA,  a  notice  of  project 
completion  will  be  furnished  to  the  spon¬ 
sor  by  the  FAA. 

(b)  Reports.  The  sponsor  shall  submit 
to  the  FAA  within  90  days  after  receipt 
of  the  notice  of  completion  all  financial, 
performance,  and  other  reports  required 
as  a  condition  of  the  grant.  « 

(c)  Program  income.  Sponsors  that  are 
units  of  local  government  shall  return 
all  interest  earned  on  advances  of 
grant-in-aid  funds  to  the  Federal  Gov¬ 
ernment  in  accordance  with  a  decision 
of  the  Comptroller  General  (42  Comp. 
Gen.  289). 

(d)  Final  audit  and  settlement.  Based 
upon  a  final  audit,  the  Administrator 
determines  the  total  amount  of  the  al¬ 
lowable  project  costs  and  makes  settle¬ 
ment  for  any  adjustments  to  the  Fed¬ 
eral  share  of  costs. 

26.  By  adding  new  appendices  J,  K, 
L.  and  M  as  set  forth  below: 

Appendix  J 

Tliere  Is  set  forth  below  principles  for 
determining  costs  applicable  to  grants  and 
contracts  with  State  and  local  governments 
under  the  Airport  and  Airway  Develc^ment 
■  Act  of  1970: 


PRINdPLES  FOB  DETXRMININC  COSTS  APPLICABLE 

TO  GBANTS  and  CONTRACTS  WITB  STATE  AND 

LOCAL  GOVERNMENTS 

PART  I— GENERAL 

A.  Purpose  and  scope.  1.  Objectives.  This 
Appendix  sets  forth  principles  for  determin¬ 
ing  the  allowable  costs  of  programs  admin¬ 
istered  by  State  and  local  governments  under 
grants  from  and  contracts  with  the  Federal 
Government.  The  principles  are  for  the  pur¬ 
pose  of  cost  determination  and  are  not 
Intended  to  Identify  the  circumstances  or 
dictate  the  extent  of  Federal,  and  State,  or 
local  participation  in  the  financing  of  a  par¬ 
ticular  grant.  They  are  designed  to  provide 
that  federally  assisted  programs  bear  their 
fair  share  of  costs  recognized  under  these 
principles,  except  where  restricted  or  pro¬ 
hibited  by  law.  No  provision  for  profit  or 
other  Increment  above  cost  Is  intended.  Un¬ 
der  §  152.47,  indirect  costs  are  not  allowable 
costs  for  Airport  Development  Projects. 

2.  Policy  guides.  The  application  of  these 
principles  is  based  on  the  fundamental 
premises  that: 

a.  State  and  local  governments  are  re¬ 
sponsible  for  the  efficient  and  effective  ad¬ 
ministration  of  grant  and  contract  programs 
through  the  application  of  sound  manage¬ 
ment  practices. 

b.  The  grantee  or  contractor  assumes  the 
responsibility  for  seeing  that  Federally  as¬ 
sisted  program  funds  have  been  expended 
and  acounted  for  consistent  with  under¬ 
lying  agreements  and  program  objectives. 

c.  Each  grantee  or  contractor  organiza¬ 
tion.  in  recognition  of  its  own  unique  com¬ 
bination  of  staff  facilities  and  experience, 
will  have  the  primary  responsibility  for  em¬ 
ploying  whatever  form  of  organization  and 
management  techniques  may  be  necessary 
to  assure  proper  and  efficient  administration. 

3.  Application.  These  principles  are  ap¬ 
plicable  In  determining  costs  Incurred  by 
State  and  local  governments  under  Federal 
grants  and  cost  reimbursement  type  con¬ 
tracts  ( including  subgrants  and  subcon¬ 
tracts)  under  the  Airport  and  Airway  De¬ 
velopment  Act  of  1970. 

B.  Definitions.  1.  Approval  or  authoriza¬ 
tion  of  the  grantor  Federal  agency  means 
documentation  evidencing  consent  prior  to 
incurring  specific  cost. 

2.  Cost  allocation  plan  means  the  docu¬ 
mentation  identifying,  accumulating,  and 
distributing  allowable  costs  under  grants 
and  contracts  together  with  the  allocation 
methods  used. 

3.  Cost,  as  used  herein,  means  cost  as 
determined  on  a  cash,  accrual,  or  other  basis 
acceptable  to  the  Federal  grantor  agency  as 
a  discharge  of  the  grantee’s  accountability 
for  Federal  funds. 

4.  Cost  objective  means  a  pool,  center,  or 
area  established  for  the  accumulation  of  cost. 
Such  areas  incltide  organizational  units, 
functions,  objects  or  Items  of  expense,  as 
well  as  ultimate  cost  objectives  Including 
specific  grants,  projects,  contracts,  and  other 
activities. 

5.  Federal  agency  means  the  Federal  Avia¬ 
tion  Administration. 

6.  Grant  means  an  agreement  between  the 
Federal  Government  and  a  State  or  local 
government  whereby  the  Federal  Govern¬ 
ment  provides  funds  or  aid  in  kind  to  carry 
out  specified  programs,  services,  or  activities. 
The  principles  and  policies  stated  in  this 
appendix  applicable  to  grants  In  general  also 
apply  to  any  federally  sponsored  cost  reim¬ 
bursement  type  of  agreement  performed  by 
a  State  or  local  government.  Including  con¬ 
tracts,  subcontracts  and  subgrants. 


7.  Grant  program  means  those  activities 
and  operations  ot  the  grantee  which  are 
necessary  to  carry  out  the  purposes  of  the 
grant,  including  any  portion  of  the  program 
financed  by  the  grantee. 

8.  Grantee  means  the  department  or 
agency  of  State  or  local  government  which  is 
responsible  for  administration  of  the  grant. 

9.  Local  unit  means  any  political  sub¬ 
division  of  government  below  the  State  level. 

10.  Other  State  or  local  agencies  means 
departments  or  agencies  of  the  State  or  local 
unit  which  provide  goods,  facilities,  and 
services  to  a  grantee. 

11.  Services,  as  used  herein,  means  goods 
and  facilities,  as  weU  as  services. 

12.  Supporting  services  means  auxiliary 
functions  necessary  to  sustain  the  direct 
effort  involved  in  administering  a  grant  pro¬ 
gram  or  an  activity  providing  service  to  the 
grant  program.  These  services  may  be  cen¬ 
tralized  in  the  grantee  department  or  in 
some  other  agency,  and  include  procurement, 
payroll,  personnel  functions,  maintenance 
and  operation  of  space,  data  processing,  ac¬ 
counting,  budgeting,  auditing,  mall  and 
messenger  service,  and  the  like. 

C.  Basic  guidelines — l.  Factors  affecting 
allowability  of  costs.  To  be  allowable  under 
a  grant  program,  costs  must  meet  the  fol¬ 
lowing  general  criteria: 

a.  Be  necessary  and  reasonable  for  proper 
and  efficient  administration  of  the  grant 
program,  be  allocable  thereto  under  these 
principles,  and,  except  as  specifically  pro¬ 
vided  herein,  not  be  a  general  expense  re¬ 
quired  to  carry  out  the  overall  responsibili¬ 
ties  of  State  or  local  governments. 

b.  Be  authorized  or  not  prohibited  under 
State  or  local  laws  or  regulations. 

c.  Conform  to  any  limitations  or  exclu¬ 
sions  set  forth  In  these  principles.  Federal 
laws,  or  other  governing  limitations  as  to 
types  or  amounts  of  cost  items. 

d.  Be  consistent  with  policies,  regulations, 
and  procedures  that  apply  uniformly  to  both 
federally  assisted  and  other  activities  of  the 
unit  of  government  of  which  the  grantee  is 
a  part. 

e.  Be  accorded  consistent  treatment 
through  application  of  generally  accepted 
accounting  principles  appropriate  to  the 
circumstances. 

f.  Not  be  allocable  to  or  included  as  a  cost 
of  any  other  federally  financed  program  in 
either  the  current  or  a  prior  period. 

g.  Be  net  of  all  applicable  credits. 

2.  Allocable  costs,  a.  A  cost  is  allocable  to 
a  particular  cost  objective  to  the  extent  of 
benefits  received  by  such  objective. 

b.  Any  cost  allocable  to  a  particular  grant 
or  cost  objective  under  the  principles  pro¬ 
vided  for  in  this  Appendix  may  not  be  shifted 
to  other  Federal  grant  programs  to  overcome 
fund  deficiencies,  avoid  restrictions  Imposed 
by  law  or  grant  agreements,  or  for  other 
reasons. 

c.  Where  an  allocation  of  joint  cost  will 
ultimately  result  in  charges  to  a  grant  pro¬ 
gram,  an  allocation  plan  will  be  required  as 
prescribed  in  section  J. 

3.  Applicable  credits,  a.  Applicable  credits 
refer  to  those  receipts  or  reduction  of  ex¬ 
penditure-type  transactions  which  offset  or 
reduce  expense  items  allocable  to  grants  as 
direct  or  indirect  costs.  Examples  of  such 
transactions  are:  purchase  discounts;  re¬ 
bates  or  allowances;  recoveries  or  indemnities 
on  losses;  sale  of  publications,  equipment, 
and  scrap;  income  from  personal  or  inci¬ 
dental  services;  and  adjustments  of  over¬ 
payments  or  erroneous  charges. 

b.  Applicable  credits  may  also  arise  when 
Federal  funds  are  received  or  are  available 
from  sources  other  than  the  grant  program 
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involved  to  finance  (^rations  or  capital 
items  ot  the  grantee.  This  includes  costs 
arteing  from  the  use  or  depreciation  of  items 
donated  at  financed  by  the  Federal  Govern¬ 
ment  to  fulfill  matching  requirements  under 
another  grant  ixogram.  These  types  of  credits 
should  likewise  be  used  to  reduce  related  ex¬ 
penditures  in  determining  the  rates  or 
amounts  appUcable  to  a  given  grant. 

D.  CompaHtion  of  cost.  1.  Total  cost.  The 
total  cost  of  a  grant  program  is  comprised 
of  the  allowable  direct  cost  incident  to  Its 
performance,  plus  its  allocable  portimi  of 
allowable  indirect  costs,  less  apjriicable 
credits. 

2.  Classification  of  costs.  There  is  no  uni¬ 
versal  rule  for  classifying  certain  costs  as 
either  direct  or  indirect  under  every  ac- 
counUng  system.  A  cost  may  be  direct  with 
respect  to  some  specific  service  or  function, 
but  indirect  with  respect  to  the  grant  or 
other  ultimate  cost  objective.  It  is  essential 
therefore  that  ea<fii  item  of  cost  be  treated 
consistently  either  as  a  direct  or  an  indirect 
cost.  l^>eclfic  guides  for  determining  direct 
and  indirect  costs  allocable  under  grant  pro¬ 
grams  are  provided  in  the  sections  which 
follow. 

E.  Direct  costs — 1 .  General.  Direct  costs  are 
those  that  can  be  identified  specifically  with 
a  particular  cost  objective.  These  costs  may 
be  (fiiarged  directly  to  grants,  contracts,  ot  to 
other  programs  against  which  costs  are 
finally  lodged.  Direct  costs  may  also  be 
chfuged  to  cost  objectives  used  for  the  ac¬ 
cumulation  of  costs  per  ding  distribution  in 
due  course  to  grants  and  other  ultimate  cost 
objectives. 

2.  Application.  Typical  direct  costs  charge¬ 
able  to  grant  programs  are; 

a.  Compensation  of  employees  for  the  time 
and  effOTt  devoted  specifically  to  the  execu¬ 
tion  of  grant  programs. 

b.  Cost  of  materials  acquired,  consumed, 
or  expended  specifically  for  the  purpose  of 
the  grant. 

c.  Equipment  and  other  approved  caoital 
expenditures. 

d.  Other  items  of  expense  incurred  specifi¬ 
cally  to  carry  out  the  grant  agreement. 

e.  Services  furnished  ^)€clfically  for  the 
grant  program  by  other  agencies,  provided 
such  charges  are  consistent  with  criteria  out¬ 
lined  in  Section  G.  of  these  principles. 

P.  Indirect  costs — 1.  General.  Indirect 
costs  are  those  (a)  incurred  for  a  common  or 
joint  purpose  benefiting  more  than  one  cost 
objective,  and  (b)  not  readily  assignable 
to  the  cost  objectives  specifically  benefited, 
without  effort  disproportionate  to  the  results 
achieved.  The  term  “indirect  costs,"  as  used 
herein,  applies  to  costs  of  this  t3^  origi¬ 
nating  in  the  grantee  department,  as  well  as 
those  incurred  by  other  departments  in  sup¬ 
plying  goods,  services,  and  facilities,  to  the 
grantee  department.  To  facilitate  equitable 
distribution  of  Indirect  expenses  to  the  cost 
objectives  served,  it  may  be  necessary  to 
establish  a  number  of  pools  of  indirect  cost 
within  a  grantee  department  or  in  other 
agencies  providing  services  to  a  grantee  de¬ 
partment.  Indirect  cost  pools  should  be  dis¬ 
tributed  to  benefiting  cost  objectives  on 
bases  which  will  produce  an  equitable  result 
In  consideration  of  relative  benefits  derived. 

2.  Grantee  departmental  indirect  costs. 
All  grantee  departmental  indirect  costs,  in¬ 
cluding  ttie  various  levels  of  supervision,  are 
eligible  for  allocation  to  grant  programs  pro¬ 
vided  they  meet  the  conditions  set  forth 
in  this  Appendix.  In  lieu  at  determining  the 
acttial  amoimt  of  grantee  departmental  in¬ 
direct  cost  allocable  to  a  grant.program,  the 
Mlowlng  methods  may  be  used: 

a.  Predetermined  fixed  rates  for  indirect 
costs.  A  predetermined  fixed  rate  for  com¬ 
puting  Indirect  costs  applicable  to  a  grant 
may  be  negotiated  annually  in  situations 


where  the  cost  experience  and  otirer  per¬ 
tinent  facts  available  are  deemed  sufficient  to 
enable  the  contrMting  parties  to  reach  an 
informed  judgment  (1)  as  to  the  probable 
level  of  indirect  costs  in  the  grantee  depart¬ 
ment  during  the  period  to  be  covered  by  the 
negotiated  rate,  and  (2)  that  the  amoimt 
allowable  under  the  predetermined  rate 
would  not  exceed  actual  indirect  costs. 

b.  Negotiated  lump  sum  far  overhead.  A 
negotiated  fixed  amount  in  lieu  of  indirect 
costs  may  be  appropriate  under  circum¬ 
stances  where  the  benefits  derived  from  a 
grantee  department's  indirect  services  can¬ 
not  be  readily  determined  as  in  the  case  of 
small,  self-contained  or  iso^ted  activity. 
When  this  method  is  used,  a  determination 
should  be  made  that  the  amount  negotiated 
will  be  approximately  the  same  as  the  actual 
indirect  cost  that  may  be  incurred.  Such 
amounts  negotiated  in  lieu  of  indirect  costs 
will  be  treated  as  an  offset  to  total  indirect 
expenses  of  the  grantee  department  before 
allocation  to  remaining  activities.  The  base 
on  which  such  remaining  expenses  are  allo¬ 
cated  should  be  appropriately  adjusted. 

3.  Limitation  on  indirect  costs,  a.  Federal 
grants  may  be  subject  to  laws  that  limit  the 
amount  of  indirect  cost  that  may  be  allowed. 
Agencies  that  sponsor  grants  of  this  type 
will  establish  procedures  which  will  assure 
that  the  amoimt  actually  allowed  for  indi¬ 
rect  costs  under  each  such  grant  does  not 
exceed  the  maximum  allowable  under  the 
statutory  limitation  or  the  amount  other¬ 
wise  allowable  under  this  Appendix,  which¬ 
ever  is  the  smaller. 

b.  When  the  amount  allowable  under  a 
statutory  limitation  is  less  than  the  amount 
otherwise  allocable  as  Indirect  costs  under 
this  Appendix,  the  amount  not  recoverable 
as  indirect  costs  under  a  grant  may  not  be 
shifted  to  another  federally  sponsored  grant 
program  or  contract, 

G.  Cost  incurred  by  agencies  other  than 
grantee — 1.  General.  The  cost  of  service  pro¬ 
vided  by  other  agencies  may  only  Include 
allowable  direct  costs  of  the  service  plus  a 
prorata  share  of  allowable  supporting  costs 
(section  B.12.)  and  supervision  directly  re¬ 
quired  in  performing  the  service,  but  not 
supervision  of  a  general  nature  such  as  that 
provided  by  the  head  of  a  department  and 
his  staff  assistants  not  directly  Involved  in 
operations.  However,  supervision  by  the  head 
of  a  department  or  agency  whose  sole  func¬ 
tion  is  providing  the  service  furnished  would 
be  an  eligible  cost.  Supporting  costs  include 
those  furnished  by  other  units  of  the  sup¬ 
plying  department  or  by  other  agencies. 

2.  Alternative  methods  of  determining  in¬ 
direct  cost.  In  lieu  of  determining  actual 
indirect  cost  related  to  a  particular  service 
furnished  by  another  agency,  either  of  the 
following  alternative  methods  may  be  used 
provided  only  one  method  is  used  for  a  spe¬ 
cific  service  during  the  fiscal  year  Involved. 

a.  Standard  indirect  rate.  An  amount  equal 
to  ten  percent  of  direct  labor  cost  in  pro¬ 
viding  the  service  performed  by  another 
State  agency  (excluding  overtime,  shift,  or 
holiday  premiums  and  fringe  benefits)  may 
be  allowed  in  lieu  of  actual  allowable  indi¬ 
rect  cost  for  that  service. 

b.  Predetermined  fixed  rate.  A  predeter¬ 
mined  fixed  rate  for  Indirect  cost  of  the  unit 
or  activity  providing  service  may  be  nego¬ 
tiated  as  set  forth  in  section  P.2.a. 

H.  Cost  incurred  by  grantee  department  for 
others — 1.  General.  The  princ^iles  provided 
in  section  G.  will  also  be  used  in  determining 
the  cost  of  services  provided  by  the  grantee 
department  to  another  agency. 

J.  Cost  allocation  plan — 1.  General.  A  plan 
for  allocation  of  costs  will  be  required  to 
support  the  distribution  of  any  joint  costs 
related  to  the  grant  program.  AH  costs  In¬ 
cluded  in  the  plan  will  be  supported  by 


formal  accounting  records  which  will  sub¬ 
stantiate  the  propriety  of  eventual  rtiarges. 

2.  Requirements.  The  allocation  plan  of 
the  grantee  dm>artmient  should  cover  all 
joint  costs  of  the  department  as  well  as 
costs  to  be  allocated  under  plans  of  other 
agencies  or  organizational  units  which  are 
to  be  included  in  the  costs  of  federally  spon¬ 
sored  programs.  The  cost  allocation  plans 
of  all  the  agencies  rendering  services  to  the 
grantee  department,  to  the  extent  feeisible, 
should  be  presented  in  a  single  document. 
The  allocation  plan  should  contain,  but  not 
necessarily  be  limited  to,  the  folk>wing; 

a.  The  nature  and  extent  of  services  pro¬ 
vided  and  their  relevance  to  the  Federally 
sponsored  programs. 

b.  The  items  of  expense  to  be  Included. 

c.  The  methods  to  be  used  in  distributing 
cost. 

3.  Instructions  for  preparation  of  cost  allo¬ 
cation  plans.  The  Department  of  Health, 
Education,  and  Welfare,  in  consultation  with 
the  other  Federal  agencies  concerned,  will 
be  responsible  for  developing  and  issuing  the 
instructions  for  use  by  State  and  local  gov¬ 
ernment  grantees  in  preparation  of  cost  allo¬ 
cation  plans.  This  responsibility  applies  to 
both  central  support  services  at  the  State 
and  Ipcal  government  level  as  well  as  indirect 
cost  proposals  of  Individual  grantee  depart¬ 
ments. 

4.  Negotiation  and  approval  of  indirect 
cost  proposals  for  States,  a.  The  Department 
of  Health,  Education,  and  Welfare,  in  col- 
labOTatlon  with  the  other  Federal  agencies 
concerned,  will  be  responsible  for  negotia¬ 
tion.  approval  and  audit  of  cost  allocation 
plans,  which  will  be  submitted  to  it  by  the 
States.  These  plans  will  cover  central  support 
service  costs  of  the  State. 

b.  At  the  grantee  department  level  in  a 
State,  a  single  Federal  agency  will  have  re¬ 
sponsibility  similar  to  that  set  forth  in  a. 
above  for  the  negotiation,  approval  and  audit 
of  the  Indirect  cost  proposal.  Cognizant 
Federal  agencies  have  been  designated  for 
this  purpose.  Changes  which  may  be  required 
from  time  to  time  in  agency  assignments' 
will  be  arranged  by  the  D^artment  of 
Health,  Education,  and  Welfare  in  collabora¬ 
tion  with  the  other  Interested  agencies,  and 
submitted  to  the  Office  of  Management  and 
Budget  for  final  approval.  A  current  list  of 
agency  assignments  will  be  maintained  by 
the  Department  of  Health,  Education,  and 
Welfare. 

c.  Questions  concerning  the  cost  allocation 
plans  approved  under  a.  and  b.  above  should 
be  directed  to  the  agency  responsible  for 
such  approvals. 

5.  Negotiation  and  approval  of  indirect  cost 
proposals  for  local  governments,  a.  Cost  allo- 
catiOTi  plans  will  be  retained  at  the  local  gov¬ 
ernment  level  for  audit  by  a  designated 
Federal  agency  except  in  those  cases  where 
that  agency  requests  that  cost  allocation 
plans  be  submitted  to  it  for  negotiation  and 
approval. 

b.  A  list  of  cognizant  Federal  agencies 
assigned  responsibility  fOT  negotiation,  ap¬ 
proval  and  audit  of  central  support  service 
cost  allocation  plans  at  the  local  government 
level  is  being  developed.  Changes  which  may 
be  required  from  time  •to  time  in  agency  as¬ 
signments  will  Ije  arranged  by  the  Depart¬ 
ment  of  Health,  Education,  and  Welfare  in 
collaboration  with  the  other  interested 
agencies,  and  submitted  to  Office  of  Manage¬ 
ment  and  Budget  for  final  approval.  A  cur¬ 
rent  list  of  agency  assignments  will  be  main¬ 
tained  by  the  Department  of  Health,  Edu¬ 
cation,  and  Welfare. 

c.  At  the  grantee  department  level  of  local 
governments,  the  Federal  agency  with  the 
predominant  interest  in  the  work  of  the 
grantee  department  will  be  re^onsible  for 
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necessary  negotiation,  {^proval  and  audit  of 
the  indirect  cost  proposal. 

6.  Resolution  of  problems.  To  the  extent 
that  problems  are  encountered  among  the 
Federal  agencies  in  connection  with  4.  and 
5.  above,  the  Office  of  Management  and 
Budget  will  lend  assistance  as  required. 

PART  n — STANDARDS  FOR  SELECTED  ITEMS 
OF  COST 

A.  Purpose  and  applicability — 1.  Objective. 
This  part  of  Appendix  J  provides  standards 
for  determining  the  allowability  of  selected 
items  of  cost. 

2.  Application.  These  standards  will  apply 
irrespective  of  whether  a  particular  item  of 
cost  is  treated  as  direct  or  indirect  cost. 
Failure  to  mention  a  particular  item  of  cost 
in  the  standards  Is  not  intended  to  imply 
that  it  is  either  allowable  or  uniUlowable, 
rather  determination  of  allowability  In  each 
case  should  be  based  on  the  treatment  of 
standards  provided  for  similar  or  related 
items  of  cost.  The  allowability  of  the  se¬ 
lected  Items  of  cost  is  subjwt  to  the  general 
policies  and  principles  stated  in  Part  I  of 
this  Appendix. 

B.  Allowable  costs — 1.  Accounting.  The  cost 
of  establishing  and  maintaining  account¬ 
ing  and  other  Information  systems  required 
for  the  management  of  grant  programs  Is 
allowable.  This  includes  cost  incurred  by 
central  service  agencies  for  these  purposes. 
The  cost  of  maintaining  central  accounting 
records  required  for  overall  State  or  local 
government  purposes,  such  as  appropri¬ 
ation  and  fund  accounts  by  the  Treasurer, 
Conqjtroller,  or  similar  officials,  is  considered 
to  be  a  general  expense  of  government  and  is 
not  allowable. 

2.  Advertising.  Advertising  media  Includes 
newspapers,  nutgazlnes,  radio  and  television 
programs,  direct  mail,  trade  papers,  and  the 
like.  The  advertising  costs  allowable  are 
those  which  are  solely  for: 

a.  Recruitment  of  personnel  required  for 
the  grant  program. 

b.  Solicitation  of  bids  for  the  procurement 
of  goods  and  services  required. 

c.  Disposal  of  scrap  or  surplus  materials 
acquired  in  the  performance  of  the  grant 
agreement. 

d.  Other  purposes  specifically  provided  for 
in  the  grant  agreement. 

3.  Advisory  councils.  Costs  Incurred  by 
State  advisory  councils  or  committees  estab¬ 
lished  pursuant  to  Federal  requirements  to 
carry  out  grant  programs  are  allowable.  The 
cost  of  like  organizations  is  allowable  when 
provided  for  In  the  grant  agreement. 

4.  Audit  service.  The  cost  of  audits  neces¬ 
sary  for  the  administration  and  management 
of  functions  related  to  grant  programs  Is 
allowable. 

5.  Bonding.  Costs  of  premiums  on  bonds 
covering  employees  who  handle  grantee 
agency  funds  are  allowable. 

6.  Budgeting.  Costs  Incmred  for  the  devel¬ 
opment,  preparation,  presentation,  and  exe¬ 
cution  of  budgets  are  allowable.  Costs  for 
services  of  a  central  budget  office  are  gener¬ 
ally  not  allowable  since  these  are  costs  of 
general  government.  However,  where  em¬ 
ployees  of  the  central  budget  office  actively 
participate  In  the  grantee  agency’s  budget 
process,  the  cost  of  Identifiable  services  is 
allowable. 

7.  Building  lease  management.  The  admin¬ 
istrative  cost  for  lease  management  which 
includes  review  of  lease  proposals,  main¬ 
tenance  of  a  list  of  available  property  for 
lease,  and  related  activities  Is  allowable.  ' 

8.  Central  stores.  The  cost  of  maintaining 
and  operating  a  central  stores  organization 
for  supplies,  equipment,  and  materials  used 
either  directly  or  Indirectly  for  grant  pro¬ 
grams  Is  allowable. 


9.  Communications.  Communication  costs 
Incurred  for  telephone  calls  or  service,  tele¬ 
graph,  teletype  service,  wide  area  telephone 
service  (WATS),  centrex,  telpak  (tie  lines), 
postage,  messenger  service,  and  similar  ex¬ 
penses  are  allowable. 

10.  Compensation  for  personal  services — 

a.  General.  Comp>ensation  for  personal  serv¬ 
ices  Includes  all  remuneration,  paid  currently 
or  accrued,  for  services  rendered  during  the 
period  of  performance  under  the  grant  agree¬ 
ment,  including  but  not  necessarily  limited 
to  wages,  salaries,  and  supplementary  com¬ 
pensation  and  benefits  (section  B.13.).  The 
costs  of  such  compensation  are  allowable  to 
the  extent  that  total  compensation  for  Indi¬ 
vidual  employees:  (1)  is  reasonable  for  the 
services  rendered.  (2)  follows  an  appoint¬ 
ment  made  in  accordance  with  State  or  local 
government  laws  and  rules  and  which  meets 
Federal  merit  system  or  other  requirements, 
where  applicable;  and  (3)  is  determined  and 
supported  as  provided  in  b.  below.  Compen¬ 
sation  for  employees  engaged  In  Federally 
assisted  activities  will  be  considered  rea¬ 
sonable  to  the  extent  that  It  is  consistent 
with  that  paid  for  similar  work  In  other 
activities  of  the  State  or  local  government. 
In  cases  where  the  kinds  of  employees  re¬ 
quired  for  the  Federally  assisted  activities 
are  not  found  in  the  other  activities  of  the 
State  or  local  government,  oomi>ensatlon  will 
be  considered  reasonable  to  the  extent  that 
it  is  comparable  to  that  paid  for  similar  work 
hi  the  labor  market  In  which  the  employing 
government  competes  for  the  kind  of  em¬ 
ployees  involved.  Compensation  surveys  pro¬ 
viding  data  representative  of  the  labor  mar¬ 
ket  involved  will  be  an  acceptable  basis  for 
evaluating  reasonableness. 

b.  Payroll  and  distribution  of  time. 
Amounts  charged  to  grant  programs  for  per¬ 
sonal  services,  regardless  of  whether  treated 
as  direct  or  Indirect  costs,  will  be  based  on 
payrolls  documented  and  approved  in  ac¬ 
cordance  with  generally  accepted  practice  of 
the  State  or  local  agency.  Payrolls  must  be 
supported  by  time  and  attendance  or  equiva¬ 
lent  records  for  individual  employees.  Sal¬ 
aries  and  wages  of  employees  chargeable  to 
more  than  one  grant  program  or  other  cost 
objective  will  be  supported  by  appropriate 
time  distribution  records.  The  method  used 
should  produce  an  equitable  distribution  of 
time  and  effort. 

11.  Depreciation  and  use  allowances,  a. 
Orantees  may  be  compensated  for  the  use  of 
buildings,  capital  improvements,  and  equip¬ 
ment  through  use  allowances  or  depreciation. 
Use  allowances  are  the  means  of  providing 
compensation  in  lieu  of  depreciation  or  other 
equivalent  costs.  However,  a  combination  of 
the  two  methods  may  not  be  used  In  connec¬ 
tion  with  a  single  class  of  fixed  assets. 

b.  The  computation  of  depreciation  or  use 
allowance  will  be  based  on  acquisition  cost. 
Where  actual  cost  records  have  not  been 
maintained,  a  reasonable  estimate  of  the 
original  acquisition  cost  may  be  used  In  the 
computation.  The  computation  will  exclude 
the  cost  of  any  portion  of  the  cost  of  build¬ 
ings  and  equipment  donated  or  borne  directly 
or  indirectly  by  the  Federal  Government 
through  charges  to  Federal  grant  programs 
or  otherwise,  irrespective  of  where  title  was 
originally  vested  or  where  it  presently  re¬ 
sides.  In  addition,  the  computation  will  also 
exclude  the  cost  of  land.  Depreciation  or  a 
use  allowance  on  Idle  or  excess  facilities  is 
not  allowable,  except  when  specifically  au¬ 
thorized  by  the  grantor  Federal  agency. 

c.  Where  the  depreciation  method  Is  fol¬ 
lowed.  adequate,  property  records  must  be 
maintained,  and  any  generally  accepted 
method  of  computing  depreciation  may  be 
used.  However,  the  method  of  computing 
depreciation  must  be  consistently  applied  for 
any  specific  as.set  or  class  of  assets  for  all 


affected  federally  sponsored  programs  and 
must  result  in  equitable  charges  considering 
the  extent  of  the  use  of  the  assets  for  the 
benefit  of  such  programs. 

d.  In  lieu  of  depreciation,  a  use  allowance 
for  buildings  and  Improvements  may  be 
computed  at  an  annual  rate  not  exceeding 
two  percent  of  acquisition  cost.  The  use  al¬ 
lowance  for  equipment  (excluding  items 
properly  capitalized  as  buUdlng  cost)  will  be 
computed  at  an  annual  rate  not  exceeding 
six  and  two-thirds  percent  of  acquisition 
cost  of  usable  equipment. 

e.  No  depreciation  or  use  charge  may  be 
allowed  on  any  assets  that  would  be  con¬ 
sidered  as  fully  depreciated,  provided,  how¬ 
ever,  that  reasonable  use  charges  may  be 
negotiated  for  any  such  assets  If  warranted 
after  taking  into  consideration  the  cost  of 
the  facility  or  item  involved,  the  estimated 
useful  life  remaining  at  time  of  negotiation, 
the  effect  of  any  increased  maintenance 
charges  or  decreased  efficiency  due  to  age, 
and  any  other  factors  pertinent  to  the  utili¬ 
zation  of  the  facility  or  item  for  the  purpose 
contemplated. 

12.  Disbursing  service.  The  cost  of  disburs¬ 
ing  grant  program  funds  by  the  Treasurer  or 
other  designated  officer  Is  allowable.  Disburs¬ 
ing  services  cover  the  processing  of  checks 
or  warrants,  from  preparation  to  redemption. 
Including  the  necessary  records  of  account¬ 
ability  and  reconciliation  of  stich  records 
with  related  cash  accounts. 

13.  Employee  fringe  benefits.  Costs  identi¬ 
fied  under  a.  and  b.  below  are  allowable  to 
to  the  extent  that  total  compensation  for 
employees  is  reasonable  as  defined  in  section 
B.IO. 

a.  Employee  benefits  in  the  form  of  regu¬ 
lar  compensation  paid  to  employees  during 
periods  of  authorized  absences  from  the  Job, 
such  as  for  annual  leave,  sick  leave,  court 
leave,  military  leave,  and  the  like,  if  they  are : 
(1)  Provided  pursuant  to  an  approved  leave 
system,  and  (2)  the  cost  thereof  Is  equitably 
allocated  to  all  related  activities,  including 
grant  programs. 

b.  Employee  benefits  in  the  form  of  em¬ 
ployers’  contribution  or  expenses  for  social 
security,  employees’  life  and  health  insurance 
plans,  unemployment  insurance  coverage, 
workmen’s  compensation  Insurance,  pension 
plans,  severance  pay,  and  the  like,  provided 
such  benefits  are  granted  under  approved 
plans  and  are  distributed  equitably  to  grant 
programs  and  to  other  activities. 

14.  Employee  morale,  health  and  welfare 
costs.  The  costs  of  health  or'first-ald  clinics 
and/or  infirmaries,  recreational  facilities, 
employees’  counseling  services,  employee  in¬ 
formation  publications,  and  any  related  ex¬ 
penses  incurred  In  accordance  with  general 
State  or  local  policy,  are  allowable.  Income 
generated  from  any  of  these  activities  will  be 
offset  against  exi>enses. 

15.  Exhibits.  Cost  of  exhibits  selating 
specifically  to  the  grant  programs  are 
allowable. 

16.  Legal  expenses.  The  cost  of  legal  ex¬ 
penses  required  in  the  administration  of 
grant  programs  is  allowable.  Legal  services 
furnished  by  the  chief  legal  officer  of  a  State 
or  local  government  or  his  staff  solely  for 
the  purpose  of  discharging  his  general  re¬ 
sponsibilities  as  legal  officer  are  unallowable. 
Legal  expenses  for  the  prosecution  of  claims 
against  the  Federal  Government  are  unallow¬ 
able. 

17.  Maintenance  and  repair.  Costs  Incurred 
for  necessary  maintenance,  repair,  or  upkeep 
of  property  which  neither  add  to  the  per¬ 
manent  value  of  the  property  nor  appreci¬ 
ably  prolong  its  intended  life,  but  keep  It 
in  an  efficient  operating  condition,  are  allow¬ 
able. 

18.  Materials  and  supplies.  The  cost  of 
materials  and  supplies  necessary  to  carry  out 
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the  grant  programs  Is  allowable.  Purchases 
made  spedflcally  for  the  grant  program 
should  be  charged  thereto  at  their  actual 
prices  after  deducting  aU  cash  discounts, 
trade  discounts,  rebates,  and  allowances  re¬ 
ceived  by  the  grantee.  Withdrawals  fran 
general  stmes  or  stockrooms  should  be 
charged  at  cost  tinder  any  recognized  method 
of  pricing  consistently  applied.  Inctunlng 
transportation  charges  are  a  proper  part  of 
material  cost. 

19.  Memberships,  subscriptions  and  profes¬ 
sional  activities — a.  Memberships.  The  cost  of 
membership  In  civic,  business,  technical  and 
professional  organizations  Is  allowable  pro¬ 
vided; 

(1)  The  benefit  from  the  membership  Is 
related  to  the  grant  program,  (2)  the  ex¬ 
penditure  Is  for  agency  membership,  (3)  the 
cost  of  the  membership  Is  reasonably  related 
to  the  value  of  the  services  or  benefits  re¬ 
ceived,  and  (4)  the  expenditure  Is  not  for 
membership  In  an  organization  which  de¬ 
votes  a  substantial  part  of  Its  activities  to 
Influencing  legislation. 

b.  Reference  material.  The  cost  of  books, 
and  subscriptions  to  civic,  business,  profes¬ 
sional,  and  technical  periodicals  Is  allowable 
when  related  to  the  grant  program. 

c.  Meetings  and  conferences.  Costs  are  al¬ 
lowable  when  the  primary  purpose  of  the 
meeting  Is  the  dissemination  of  technical 
Information  relating  to  the  grant  program 
and  they  are  consistent  with  regular  prac¬ 
tices  followed  for  other  activities  of  the 
grantee. 

20.  Motor  pools.  The  costs  of  a  service  or¬ 
ganization  which  provides  automobiles  to 
user  grantee  agencies  at  a  mileage  or  fixed 
rate  and/or  provides  vehicle  maintenance, 
inspection  and  repair  services  are  allowable. 

21.  Payroll  preparation.  The  cost  of  pre- 
par^g  payrolls  and  maintaining  necessary 
related  wage  records  Is  allowable. 

22.  Personnel  administration.  Costs  for  the 
recruitment,  examination,  certification,  clas¬ 
sification,  training,  establishment  of  pay 
standards  and  related  activities  for  grant 
programs,  are  allowable. 

23.  Printing  and  reproduction.  Cost  for 
printing  and  reproduction  services  necessary 
for  grant  administration,  including  but  not 
limited  to  forms,  reports,  manuals,  and  In¬ 
formational  literature,  are  allowable.  Pub¬ 
lication  costs  of  reports  or  other  media 
relating  to  grant  program  accomplishments 
or  results  are  allowable  when  provided  for 
in  the  grant  agreement. 

24.  Procurement  service.  The  cost  of  pro¬ 
curement  service,  including  solicitation  of 
bids,  preparation  and  award  of  contracts, 
and  all  phases  of  contract  administration 
In  providing  goods,  facilities,  and  services 
for  grant  programs,  is  allowable. 

25.  Taxes.  In  general,  taxes  or  payments  in 
lieu  of  taxes  which  the  grantee  agency  is 
legally  required  to  pay  are  allowable. 

26.  Training  and  education.  The  cost  of 
in-service  training,  customarily  provided  for 
employee  development  which  directly  or 
indirectly  benefits  grant  programs  is  allow¬ 
able.  Out-of-service  training  Involving  ex¬ 
tended  periods  of  time  is  allowable  only 
when  specifically  authorized  by  the  grantor 
agency. 

27.  Transportation.  Costs  incurred  for 
freight,  cartage,  express,  postage  and  other 
transportation  costs  relating  either  to  goods 
purchased,  delivered,  or  moved  from  one 
location  to  another  are  allowable. 

28.  Travel.  Travel  costs  are  allowable  for 
expenses  for  transportation,  lodging,  sub¬ 
sistence,  and  related  Items  Incurred  by  em¬ 
ployees  who  are  In  travel  status  on  official 
business  Incident  to  a  grant  program.  Such 
costs  may  be  charged  on  an  actual  basis, 
on  a  per  diem  or  mileage  basis  In  lieu  of  ac- 
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tual  costs  Incurred,  or  on  a  combination 
of  the  two,  provided  the  method  used  Is 
applied  to  an  entire  trip,  and  results  In 
charges  consistent  with  those  normally  al¬ 
lowed  In  like  circumstances  In  nonfederally 
sponsored  activities.  The  difference  In  cost 
between  first-class  air  accommodations  and 
less-than-first-class  air  accommodatl<ms  Is 
unallowable  except  when  less-than-flrst-class 
air  accommodations  are  not  reasonably 
available. 

C.  Costs  allowable  with  approval  of  grantor 
agency.  1.  Automatic  data  processing.  The 
cost  of  data  processing  services  to  grant  pro¬ 
grams  is  allowable.  This  cost  may  Include 
rental  of  equipment  or  depreciation  on 
grantee-owned  equipment.  The  acquisition 
of  equipment,  whether  by  outright  purchase, 
rental-purchase  agreement  or  other  method 
of  purchase,  is  allowable  only  upon  specific 
prior  approval  of  the  grantor  Federal  agency 
as  provided  under  the  selected  item  for  cap¬ 
ital  expenditures. 

2.  Building  space  and  related  facilities.  The 
cost  space  in  privately  or  publicly  owned 
buildings  used  for  the  benefit  of  the  grant 
program  is  allowable  subject  to  the  condi¬ 
tions  stated  below.  The  total  cost  of  space, 
whether  In  a  privately  or  publicly  owned 
building,  may  not  exceed  the  rental  cost  of 
comparable  space  and  facilities  In  a  pri¬ 
vately  owned  building  In  the  same  locality. 
The  cost  of  space  procured  for  grant  pro¬ 
gram  usage  may  not  be  charged  to  the 
program  for  periods  of  nonoccupancy,  with¬ 
out  authorization  of  the  grantor  Federal 
agency. 

a.  Rental  cost.  The  rental  cost  of  space  in 
a  privately  owned  building  Is  allowable. 

b.  Maintenance  and  operation.  The  cost 
of  utilities.  Insurance,  security.  Janitorial 
services,  elevator  service,  upkeep  of  grounds, 
normal  repairs  and  alterations  and  the  like, 
are  allowable  to  the  extent  they  are  not 
otherwise  included  In  rental  or  other  charges 
for  space. 

c.  Rearrangements  and  alterations.  Cost  in¬ 
curred  for  rearrangement  and  alteration  of 
facilities  required  specifically  for  the  grant 
program  or  those  that  materially  increase  the 
value  or  useful  life  of  the  facilities  (section 
C.3.)  are  allowable  when  specifically  ap¬ 
proved  by  the  grantor  agency. 

d.  Depreciation  and  use  allowances  on  pub¬ 
licly  owned  buildings.  These  costs  are  allow¬ 
able  as  provided  in  section  B.ll. 

e.  Occupancy  of  space  under  rental-pur¬ 
chase  or  lease  with  option-to-purchase  agree¬ 
ment.  The  cost  of  space  procured  under  such 
arrangements  is  allowable  when  specifically 
approved  by  the  Federal  grantor  agency. 

3.  Capital  expenditures.  The  cost  of  fa¬ 
cilities,  equipment,  other  capital  assets,  and 
repairs  which  materially  increase  the  value 
or  useful  life  of  capital  assets  is  allowable 
when  such  procurement  is  specifically  ap¬ 
proved  by  the  Federal  grantor  agency.  When 
assets  acquired  with  Federal  grant  funds  are 
(a)  sold,  (b)  no  longer  available  for  use  In 
a  federally  sponsored  program,  or  ( c)  used  for 
purposes  not  authorized  by  the  grantor 
agency,  the  Federal  grantor  agency’s  equity 
in  the  asset  will  be  refunded  In  the  same 
proportion  as  Federal  participation  in  Its 
cost.  In  case  any  assets  are  traded  on  new 
items,  only  the  net  cost  of  the  newly  ac¬ 
quired  assets  is  allowable. 

4.  Insurance  and  indemnification,  a.  Costs 
of  Insurance  required,  or  approved  and  main¬ 
tained  pursuant  to  the  grant  agreement,  is 
allowable. 

b.  Costs  of  other  Insurance  In  connection 
with  the  general  conduct  of  activities  Is  al¬ 
lowable  subject  to  the  following  limitations: 

(1)  Types  and  extent  and  cost  of  cover¬ 
age  will  be  In  accordance  with  general  State 
or  local  government  policy  and  sound  busi¬ 
ness  practice. 


(2)  Costs  of  Insurance  or  of  contributions 
to  any  reserve  covering  the  risk  oi  loss  of, 
or  damage  to.  Federal  Oovemmeni  propwty 
is  unallowable  except  to  the  extent  that  the 
grantor  agency  has  specifically  reqiilred  or 
^proved  such  costs. 

c.  Contributions  to  a  reserve  for  a  self- 
insurance  program  approved  by  the  Federal 
grantor  agency  ere  allowable  to  the  extent 
that  the  type  of  coverage,  extent  of  coverage, 
and  the  rates  and  premiums  would  have  been 
allowed  had  Insurance  been  purchased  to 
cover  the  risks. 

d.  Actual  losses  which  could  have  been 
covered  by  permissible  insurance  (through 
an  approved  self-insurance  program  or  other¬ 
wise)  are  unallowable  unless  expressly  pro¬ 
vided  for  in  the  grant  agreement.  However, 
costs  Incurred  because  of  losses  not  covered 
under  nominal  deductible  Insurance  cover¬ 
age  provided  In  keeping  with  sound  manage¬ 
ment  practice,  and  minor  losses  not  covered 
by  Insurance,  such  as  spoilage,  breakage  and 
disappearance  of  small  hand  tools  which 
occur  In  the  ordinary  course  of  operations, 
are  allowable. 

e.  Indemnification  Includes  securing  the 
grantee  against  liabilities  to  third  persons 
and  other  losses  not  compensated  by  insur¬ 
ance  or  otherwise.  The  Govenunent  Is  obli¬ 
gated  to  liMlemnlfy  the  grantee  only  to  the 
extent  expressly  provided  for  in  the  grant 
agreement,  except  as  provided  In  d.  above. 

5.  Management  studies.  The  cost  of  man¬ 
agement  studies  to  Improve  the  effectiveness 
and  efficiency  of  grant  management  for  on¬ 
going  programs  Is  allowable  except  that  the 
coet  of  studies  performed  by  agencies  other 
than  the  grantee  d^artment  or  outside  con¬ 
sultants  is  allowable  only  when  authorized 
by  the  Federal  grantor  agencr. 

6.  Preagreement  costs.  Costs  incurred 
prior  to  the  effective  date  of  the  grant  or 
contract,  whether  or  not  they  would  have 
been  allowable  thereunder  if  incurred  after 
such  date,  are  allowable  when  specifically 
provided  for  in  the  grant  agreement. 

7.  Professional  services.  Cost  of  profes¬ 
sional  services  rendered  by  individuals  or 
organizations  not  a  part  of  the  grantee  de¬ 
partment  is  allowable  subject  to  such  prior 
authorization  as  may  be  required  by  the 
Federal  grantor  agency. 

8.  Proposal  costs.  Costs  of  preparing  pro¬ 
posals  on  potential  Federal  f^vernment 
grant  agreements  are  allowable  when  spe¬ 
cifically  provided  for  In  the  grant  agreement. 

D.  Unallowable  costs. — 1.  Bad  debts.  Any 
losses  arising  from  imcollectible  accounts 
and  other  'claims,  and  related  costs,  are 
unallowable. 

2.  Contingencies.  Contributions  to  a  con¬ 
tingency  reserve  or  any  similar  provision  for 
unforeseen  events  are  unallowable. 

3.  Contributions  and  donations.  Unallow¬ 
able. 

4.  Entertainment.  Costs  of  amusements, 
social  activities,  and  Incidental  costs  relating 
thereto,  such  as  meals,  beverages,  lodgings, 
rentals,  transportation,  and  gratuities,  are 
unallowable. 

5.  Fines  and  penalties.  Costs  resulting 
from  violations  of,  or  failure  to  comply  with 
Federal.  State,  and  local  laws  and  regulations 
are  unallowable. 

6.  Governor’s  expenses.  The  salaries  and 
expenses  of  the  Office  of  the  Governor  of  a 
State  or  the  chief  executive  of  a  political 
subdivision  are  considered  a  cost  of  general 
State  or  local  government  and  are 
unallowable. 

7.  Interest  and  other  financial  costs.  Inter¬ 
est  on  borrowings  (however  represented), 
bond  discounts,  cost  of  financing  and  refi¬ 
nancing  operations,  and  legal  and  profes¬ 
sional  fees  paid  In  connection  therewith,  are 
unallowable  except  when  authorized  by  Fed¬ 
eral  legislation. 
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8.  Legislative  expenses.  Salaries  and  other 
expenses  of  the  State  legislature  (mt  similar 
local  governmental  bodies  such  as  county 
supervisors,  city  councils,  school  boards,  etc„ 
whether  Incurred  for  purposes  of  legislation 
or  executive  direction,  are  unallowable. 

9.  Underrecovery  of  costs  under  grant 
agreements.  Any  excess  of  cost  over  the  Fed¬ 
eral  contribution  under  one  grant  agree¬ 
ment  is  unallowable  under  other  grant  agree¬ 
ments. 

Appendix  K 

There  Is  set  forth  below  standards  for 
grantee  financial  management  systems  ap¬ 
plicable  to  grants  under  the  Airport  and  Air¬ 
way  Development  Act  of  1970. 

STANDARDS  FOR  GRANTEE  FINANCIAL 
MANAGEMENT  SYSTEMS 

1.  This  appendix  prescribes  standards  for 

financial  management  systems  of  grant-sup¬ 
ported  activities  of  State  and  local  govern¬ 
ments  under  the  Airport  and  Airway  Develop¬ 
ment  Act  of  1970.  e 

2.  Orantee  financial  management  systems 
shall  provide  for: 

a.  Accurate,  current,  and  complete  disclos¬ 
ure  of  the  financial  results  of  each  grant  pro¬ 
gram  in  accordance  with  Federal  reporting 
requirements.  When  a  Federal  grantor  agency 
requires  reporting  on  an  accrual  basis  and  the 
grantee’s  accounting  records  are  not  kept  on 
that  bsusls,  the  grantee  should  develop  such 
information  through  an  analysis  of  the  docu¬ 
mentation  on  hand  or  on  the  basis  of  best 
estimates. 

b.  Records  which  identify  adequately  the 
source  and  application  of  funds  for  grant- 
supported  activities.  These  records  shall  con¬ 
tain  information  pertaining  to  grant  awards 
and  authorizations,  obligations,  unobligated 
balances,  assets,  liabilities,  outlays,  and  in¬ 
come. 

c.  Effective  control  over  and  accountability 
for  all  funds,  property,  and  other  assets. 
Grantees  shall  adequately  safeguard  all  such 
assets  and  shall  assure  that  they  are  used 
solely  for  authorized  purposes. 

d.  Comparison  of  actual  with  budgeted 
amounts  for  each  grant.  Also,  relation  of  fi¬ 
nancial  Information  with  performance  or 
productivity  data,  including  the  production 
of  unit  cost  information  whenever  appro¬ 
priate  and  required  by  the  grantor  agency. 

e.  Procedures  to  minimize  the  time  elapsing 
between  the  transfer  of  funds  from  the  U.S. 
Treasury  and  the  disbursement  by  the 
grantee,  whenever  funds  are  advanced  by  the 
Federal  Government.  When  advances  are 
made  by  a  letter-of-credit  method,  the 
grantee  shall  make  drawdowns  from  the  U.S. 
Treasury  through  his  commercial  bank  as 
close  as  possible  to  the  time  of  making  the 
d  isbursements . 

f.  Procedures  for  determining  the  allow¬ 
ability  and  allocablllty  of  costs  in  accordance 
with  the  provisions  of  Appendix  J  of  this 
Part. 

g.  Accounting  records  which  are  supported 
by  source  documentation. 

h.  Audits  to  be  made  by  the  grantee  or  at 
his  direction  to  determine,  at  a  minimum, 
the  fiscal  integrity  of  financial  transactions 
and  reports,  and  the  compliance  with  laws, 
regulations,  and  administrative  require¬ 
ments.  The  grantee  will  schedule  such  audits 
with  reasonable  frequency,  usually  annually, 
but  not  less  frequently  than  once  every  two 
years,  considering  the  nature,  size,  and  com¬ 
plexity  of  the  activity. 

i.  A  systematic  method  to  assure  timely 
and  appropriate  resolution  of  audit  findings 
and  recommendations. 

3.  Grantees  shall  require  subgrantees  (re¬ 
cipients  of  grants  which  are  passed  through 
by  the  grantee)  to  adopt  all  of  the  standards 
In  paragraph  2  above. 


Appendix  L 

There  Is  set  forth  below  property  manage¬ 
ment  standards  applicable  to  grants  undMr 
the  Airp<»t  and  Airway  Development  Act  of 
1970. 

PROPERTY  MANAGEMENT  STANDARDS 

1.  This  Appendix  prescribes  uniform  stand¬ 
ards  governing  the  utilization  and  disposi¬ 
tion  of  property  furnished  by  the  Federal 
Government  or  acquired  in  whole  or  in  part 
with  Federal  funds  by  State  and  local  govern¬ 
ments.  The  grantees  shall  be  authorized  to 
use  their  own  prc^rty  management  stand¬ 
ards  and  procedures  as  long  as  the  provisions 
of  this  Appendix  are  included. 

2.  The  following  definitions  apply  for  the 
purpose  of  this  Appendix. 

a.  Real  property.  Real  property  means  land, 
land  Improvements,  structures  and  appur¬ 
tenances  thereto,  excluding  movable  ma¬ 
chinery  and  equipment. 

b.  Personal  property.  Personal  property 
means  property  of  any  kind,  except  real 
property.  It  may  be  tangible — ^having  physi¬ 
cal  existence,  or  intangible — having  no  physi¬ 
cal  existence,  such  as  patents,  inventions, 
and  copyrights. 

c.  Nonexpendable  personal  property.  Non¬ 
expendable  personal  property  means  tangible 
personal  property  having  a  useful  life  of  more 
than  one  year  and'  an  acquisition  cost  of 
$300  or  more  per  unit.  A  grantee  may  use 
its  own  definition  of  nonexpendable  personal 
property  provided  that  such  definition  would 
at  least  include  all  tangible  personal  property 
as  defined  above. 

d.  Expendable  personal  property.  Expend¬ 
able  personal  property  refers  to  all  tangible 
personal  property  other  than  nonexpendable 
property. 

e.  Excess  property.  Excess  property  means 
property  under  the  control  of  any  Federal 
agency  which,  as  determined  by  the  head 
thereof,  is  no  longer  required  for  its  needs. 

3.  Each  Federal  grantor  agency  shall  pre¬ 
scribe  requirements  for  grantees  concerning 
the  use  of  real  property  funded  partly  or 
wholly  by  the  Federal  Government.  Unless 
otherwl.se  provided  by  statute,  such  require¬ 
ments,  as  a  minimum,  shall  contain  the 
following : 

a.  The  grantee  shall  use  the  real  property 
for  the  authorized  purpose  of  the  original 
grant  as  long  as  needed. 

b.  The  grantee  shall  obtain  approval  by 
the  grantor  agency  for  the  use  of  the  real 
property  in  other  projects  when  the  grantee 
determines  that  the  property  is  no  longer 
needed  for  the  original  grant  purposes.  Use 
in  other  projects  shall  be  limited  to  those 
under  other  Federal  grant  programs,  or  pro¬ 
grams  that  have  purposes  consistent  with 
those  authorized  for  support  by  the  grantor. 

c.  When  the  real  property  is  no  longer 
needed  as  provided  in  a.  and  b.,  above,  the 
grantee  shall  return  all  real  property  fur¬ 
nished  or  purchased  wholly  with  Federal 
grant  funds  to  the  control  of  the  Federal 
grantor  agency.  In  the  case  of  property  pur¬ 
chased  in  part  with  Federal  grant  funds,  the 
grantee  may  be  permitted  to  take  title  to  the 
Federal  Interest  therein  upon  compensating 
the  Federal  Government  for  Its  fair  share  of 
the  property.  The  Federal  share  of  the  prop¬ 
erty  shall  be  the  amount  computed  by  apply¬ 
ing  the  percentage  of  the  Federal  participa¬ 
tion  in  the  total  cost  of  the  grant  program 
for  which  the  property  was  acquired  to  the 
current  fair  market  value  of  the  property. 

4.  Standards  and  procedures  governing 
ownership,  use,  and  disposition  of  nonex¬ 
pendable  personal  property  furnished  by  the 
Federal  Government  or  acquired  with  Fed¬ 
eral  funds  are  set  forth  below: 

a.  Nonexpendable  personal  property  ac¬ 
quired  with  Federal  funds.  When  nonexpend¬ 


able  personal  property  Is  acquired  by  a 
grantee  wholly  or  in  part  with  Federal  funds, 
title  will  not  be  taken  by  the  Federal  Gov¬ 
ernment  except  as  provided  In  paragraph 
4a(4),  but  shall  be  vested  In  the  grantee 
subject  to  the  following  restrictions  on  use 
and  disposition  of  the  property: 

(1)  The  grantee  shall  retain  the  property 
acquired  with  Federal  funds  in  the  grant 
program  as  long  as  there  is  a  need  for  the 
property  to  accomplish  the  purpose  of  the 
grant  program  whether  or  not  the  program 
continues  to  be  supported  by  Federal  funds. 
When  there  is  no  longer  a  need  for  the  prop¬ 
erty  to  accomplish  the  purpose  of  the  grant 
program,  the  grantee  shall  use  the  property 
in  connection  with  other  Federal  grants  it 
has  received  in  the  following  order  of 
priority: 

(a)  Other  grants  of  the  same  Federal 
grantor  agency  needing  the  prc^rty, 

(b)  Grants  of  other  Federal  agencies  need¬ 
ing  the  property. 

(2)  When  the  grantee  no  longer  has  need 
for  the  property  in  any  of  its  Federal  grant 
programs,  the  property  may  be  used  for  its 
own  official  activities  in  accordftnce  with  the 
following  standards: 

(a)  Nonexpendable  property  with  an  ac¬ 
quisition  cost  of  less  than  $500  and  used 
four  years  or  more.  The  grantee  may  use  the 
property  for  its  own  official  activities  with¬ 
out  reimbursement  to  the  Federal  Govern¬ 
ment  or  sell  the  property  and  retain  the 
proceeds. 

(b)  All  other  nonexpendable  property.  The 
grantee  may  retain  the  pri^erty  for  its  own 
use  provided  that  a  fair  compensation  is 
made  to  the  original  grantor  agency  for  the 
latter’s  share  of  the  property.  The  amount 
of  compensation  shall  be  computed  by  apply¬ 
ing  the  percentage  of  Federal  participation 
in  the  grant  program  to  the  current  fair 
market  value  of  the  prc^erty. 

(3)  If  the  grantee  has  no  need  for  the 
property,  disposition  of  the  property  shall 
be  made  as  follows: 

(a)  Nonexpendable  property  with  an  ac¬ 
quisition  cost  of  $1,000  or  less.  Except  for 
that  property  which  meets  the  criteria  of 
(2)  (a)  above,  the  grantee  shall  sell  the  prop¬ 
erty  and  reimburse  the  Federal  grantor 
agency  an  amount  which  is  computed  in 
accordance  with  (ili)  below. 

(b)  Nonexpendable  property  with  an  ac¬ 
quisition  cost  of  over  $1,000.  The  grantee 
shall  request  disposition  Instructions  from 
the  grantor  agency.  The  Federal  agency  shall 
determine  whether  the  property  can  be  used 
to  meet  the  agency’s  requirement.  If  no  re¬ 
quirement  exists  within  that  agency,  the 
available  of  the  property  shall  be  reported 
to  the  General  Services  Administration 
(GSA)  by  the  Federal  agency  to  determine 
whether  a  requirement  for  the  property 
exists  in  other  Federal  agencies.  The  Federal 
grantor  agency  shall  issue  instructions  to 
the  grantee  within  120  days  and  the  follow¬ 
ing  procedures  shall  govern: 

(1)  If  the  grantee  is  instructed  to  ship  the 
property  elsewhere,  the  grantee  shall  be  re¬ 
imbursed  by  the  benefiting  Federal  agency 
with  an  amount  which  is  computed  by  ap¬ 
plying  the  percentage  of  the  grantee’s  par¬ 
ticipation  in  the  grant  program  to  the  cur¬ 
rent  fair  market  value  of  the  property,  plus 
any  shipping  or  interim  storage  costs  in¬ 
curred. 

(il)  If  the  grantee  is  instructed  to  other, 
wise  dispose  of  the  property,  he  shall  be 
reimbursed  by  the  Federal  grantor  agency  for 
such  costs  incurred  in  its  disposition. 

(ill)  If  disposition  instructions  are  not 
issued  within  120  days  after  reporting,  the 
grantee  shall  sell  the  property  and  reimburse 
the  Federal  grantor  agency  an  amount  which 
is  computed  by  applying  the  percentage  of 
Federal  participation  In  the  grant  program 
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to  the  sales  proceeds.  Further,  the  grantee 
shall  be  permitted  to  retain  $100  or  10  per¬ 
cent  of  tlie  proceeds,  whichever  is  greater, 
for  the  grantee’s  selling  and  handling 
expenses. 

(4)  Where  the  grantor  agency  determines 
that  property  with  an  acquisition  cost  of 
$1,000  or  more  and  financed  solely  with  Fed¬ 
eral  funds  is  unique,  difficult,  or  costly  to 
replace,  it  may  reserve  title  to  such  prop¬ 
erty,  subject  to  the  following  provisions: 

(a)  The  property  shall  be  appropriately 
identified  in  the  grant  agreement  or  other¬ 
wise  made  known  to  the  grantee. 

(b)  The  grantcH*  agency  shall  issue  dispo¬ 
sition  Instructions  within  120  days  after  the 
completion  of  the  need  for  the  property 
under  the  Federal  grant  for  which  it  was 
acquired.  If  the  grantor  agency  fails  to  issue 
disposition  Instructions  within  120  days, 
the  grantee  shall  apply  the  standards  of 
4a(l),4a(2)(b),and4a(3)(b). 

b.  Federally-owned  nonexpendable  per¬ 
sonal  property.  Unless  statutory  authority  to 
transfer  title  has  been  granted  to  an  agency, 
title  to  federally-owned  property  (property 
to  which  the  Federal  Government  retains 
title  including  excess  property  made  available 
by  the  Federal  grantor  agencies  to  grantees) 
remains  vested  by  law  in  the  Federal  Govern¬ 
ment.  Upon  termination  of  the  grant  or  need 
for  the  property,  such  property  shall  be  re¬ 
ported  to  the  grantor  agency  for  further 
agency  utilization  or.  If  appropriate,  for  re¬ 
porting  to  the  General  Services  Administra¬ 
tion  for  other  Federal  agency  utilization. 
Appre^riate  disposition  instructions  will  be 
issued  to  the  grantee  after  completion  of 
Federal  agency  review. 

5.  The  grantees’  property  management 
standards  for  nonexpendable  personal  prop¬ 
erty  shall  also  Include  the  following  pro¬ 
cedural  requirements: 

a.  Property  records  shall  be  maintained 
accurately  and  provide  for:  a  description  of 
the  property;  manufacturer’s  serial  number 
or  other  identification  number;  acquisition 
date  and  cost;  source  of  the  property;  per¬ 
centage  of  Federal  funds  used  in  the  pur¬ 
chase  of  property;  location,  use.  and  condi¬ 
tion  of  the  property;  and  ultimate  disposition 
data  including  sales  price  or  the  method  used 
to  determine  current  fair  market  value  if  the 
grantee  reimburses  the  grantor  agency  for  its 
share. 

b.  A  physical  Inventory  of  property  shall 
be  taken  and  the  results  reconciled  with  the 
property  records  at  least  once  every  two 
years  to  verify  the  existence,  current  utiliza¬ 
tion,  and  continued  need  for  the  property. 

c.  A  control  system  shall  be  in  effect  to 
Insure  adequate  safeguards  to  prevent  loss, 
damage,  or  theft  to  the  property.  Any  loss, 
damage,  or  theft  of  nonexpendable  property 
shall  be  investigated  and  fully  documented. 

d.  Adequate  maintenance  procedures  shall 
be  Implemented  to  keep  the  property  in  good 
condition. 

e.  Proper  sales  procedures  shall  be  estab¬ 
lished  for  unneeded  property  which  would 
provide  for  competition  to  the  extent  prac¬ 
ticable  and  result  In  the  highest  possible 
return. 

6.  When  the  total  Inventory  value  of  any 
unused  expendable  personal  property  exceeds 
$500  at  the  expiration  of  need  for  any  Fed¬ 
eral  grant  purposes,  the  grantee  may  retain 
the  property  or  sell  the  property  as  long  as 
he  compensates  the  Federal  Government  for 
its  share  in  the  cost.  The  amount  of  com¬ 
pensation  shall  be  computed  in  accordance 
with4a(2)(b). 

7.  Specific  standards  for  control  of  in¬ 
tangible  property  are  provided  as  follows: 

a.  If  any  program  produces  patents,  patent 
rights,  prooeeses,  or  inventions.  In  the  course 
of  work  aided  by  a  Federal  grant,  such  fact 


shall  be  promptly  and  fully  reported  to  the 
grantor  agency.  The  grantor  agmey  shall 
determine  whether  protection  on  such  inven¬ 
tion  or  discovery  shall  be  sought  and  how 
the  rights  in  the  invention  or  discovery — 
including  rights  under  any  patent  issued 
thereon — shall  be  disposed  of  and  admin¬ 
istered  in  order  to  protect  the  public  Interest 
consistent  with  “Government  Patent  Policy” 
(President’s  Memorandum  for  Heeds  of  Ex¬ 
ecutive  Departments  and  Agencies,  Au¬ 
gust  23,  1971,  and  Statement  of  Government 
Patent  Policy  as  printed  in  36  FR  16889) . 

b.  Where  the  grant  results  in  a  book  or 
other  cop3rrightable  material,  the  author  or 
grantee  is  free  to  copsrright  the  work,  but 
the  Federal  grantor  agency  reserves  a  royalty- 
free,  nonexclusive  and  irrevocable  license 
to  reproduce,  publish,  or  otherwise  use,  and 
to  authorize  others  to  use  the  work  for 
Government  purposes. 

Appendix  M 

There  is  set  forth  below  procurement  stand¬ 
ards  applicable  to  grants  under  the  Airport 
and  Airway  Development  Act  of  1970. 

PROCUREMENT  STANDARDS 

1.  This  Appendix  provides  standards  for 
use  by  the  State  and  local  governments  in 
establishing  procedures  for  the  procurement 
of  supplies,  equipment,  construction,  and 
other  services  with  Federal  grant  funds. 
These  standards  are  furnished  to  Insure  that 
such  materials  and  services  are  obtained  in 
an  effective  manner  and  in  compliance  with 
the  provisions  of  applicable  Federal  law  and 
Executive  orders. 

2.  The  Standards  contained  in  this  Ap¬ 
pendix  do  not  relieve  the  grantee  of  the  con¬ 
tractual  responsibilities  arising  under  its 
contracts.  The  grantee  is  the  responsible  au¬ 
thority,  without  recourse  to  the  grantor 
agency  regarding  the  settlement  and  satis¬ 
faction  of  all  contractual  and  administra¬ 
tive  Issues  arising  out  of  procurements  en¬ 
tered  into,  in  support  of  a  grant.  This  In¬ 
cludes  but  is  not  limited  to :  disputes,  claims, 
protests  of  award,  source  evaluation  or  other 
matters  of  a  contractual  nature.  Matters  con¬ 
cerning  violation  of  law  are  to  be  referred 
to  such  local,  State,  or  Federal  authority  as 
may  have  proper  jurisdiction. 

3.  Grantees  may  use  their  own  procure¬ 
ment  regulations  which  reflect  applicable 
State  and  local  law,  rules  and  regulations 
provided  that  procurements  made  with  Fed¬ 
eral  grant  funds  adhere  to  the  standards  set 
forth  as  follows: 

a.  ’The  grantee  shall  maintain  a  code  or 
standards  of  conduct  which  shall  govern  the 
performance  of  its  officers,  employees,  or 
agents  in  contracting  with  and  expending 
Federal  grant  funds.  Grantee’s  officers,  em¬ 
ployees  or  agents,  shall  neither  solicit  nor 
accept  gratuities,  favors,  or  anything  of 
monetary  value  from  contractors  or  poten¬ 
tial  contractors.  To  the  extent  permissible 
by  State  or  local  law,  rules  or  regulations, 
such  standards  shall  provide  for  penalties, 
sanctions,  or  other  disciplinary  actions  to 
be  applied  for  violations  of  such  standards 
by  either  the  grantee  officers,  employees,  or 
agents,  or  by  contractors  or  their  agents. 

b.  All  procurement  transactions  regardless 
of  whether  negotiated  or  advertised  and 
without  regard  to  dollar  value  shall  be  con¬ 
ducted  in  a  manner  so  as  to  provide  maxi¬ 
mum  open  and  free  competition.  The  grant¬ 
ee  should  be  alert  to  organizational  conflicts 
of  interest  at  noncompetitive  practices 
among  ccmtractors  which  may  restrict  or 
eliminate  competition  or  otherwise  restrain 
trade. 

c.  The  grantee  shall  establish  procurement 
procedures  which  provide  for,  as  a  minimum, 
the  following  procedural  requirements: 


(1)  Proposed  procurement  actions  shall  be 
reviewed  by  grantee  officials  to  avoid  pur¬ 
chasing  unnecessary  or  duplicative  items. 
Where  appropriate,  an  analysis  shall  be  made 
of  lease  and  purchase  alternatives  to  deter¬ 
mine  which  would  be  the  most  economical, 
practical  procurement. 

(2)  Invitations  for  bids  or  requests  for 
proposals  shall  be  based  upon  a  clear  and 
accurate  description  of  the  technical  re¬ 
quirements  for  the  material,  product,  or 
service  to  be  procured.  Such  description  shall 
not,  in  competitive  procurements,  contain 
features  which  unduly  restrict  competition. 
"Brand  name  or  equal”  description  may  be 
used  as  a  means  to  define  the  performance 
or  other  salient  requirements  of  a  procure¬ 
ment,  and  when  so  used  the  specific  features 
of  the  named  brand  which  must  be  met  by 
offerors  should  be  clearly  specified. 

(3)  Positive  efforts  shall  be  made  by  the 
grantees  to  utilize  small  business  and  minor¬ 
ity-owned  business  sources  of  supplies  and 
services.  Such  efforts  should  allow  these 
sources  the  maximum  feasible  opportunity 
to  compete  for  contracts  to  be  performed 
utilizing  Federal  grant  funds. 

(4)  The  type  of  procuring  Instruments  used 
(l.e.,  fixed  price  contracts,  cost  reimbursable 
contracts,  purchase  orders,  Incentive  con¬ 
tracts,  etc.),  shall  be  tq>propriate  for  the 
particular  procurement  and  for  promoting 
the  best  interest  of  the  grant  program  in¬ 
volved.  The  “cost-plus-a-percentage-of-cost” 
method  of  contracting  shall  not  be  used. 

(5)  Formal  advertising,  with  adequate  pur¬ 
chase  description,  sealed  bids,  and  public 
openings  shall  be  the  required  method  of 
procurement  unless  negotiation  pursuant  to 
paragraph  (6)  below  is  necessary  to  ac¬ 
complish  sound  procurement.  However,  pro¬ 
curements  of  $2,500  or  less  need  not  be  so 
advertised  unless  otherwise  required  by  State 
or  local  law  at  regulations.  Where  such  ad¬ 
vertised  bids  are  obtained  the  awards  shall 
be  made  to  the  responsible  bidder  whose  bid 
is  responsive  to  the  Invitation  and  is  most 
advantageous  to  the  grantee,  price  and  other 
factors  considered.  (Factors  such  as  dis¬ 
counts,  transportation  costs,  taxes  may  be 
considered  in  determining  the  lowest  bid.) 
Invitations  for  bids  shall  clearly  set  forth 
all  requirements  which  the  bidder  must  ful¬ 
fill  in  order  for  his  bid  to  be  evaluated  by 
the  grantee.  Any  or  all  bids  may  be  rejected 
when  it  is  in  the  grantee’s  Interest  to  do  so, 
and  such  rejections  are  in  accordance  with 
applicable  State  and  local  law,  rules,  and 
regulations. 

(6)  Procurements  may  be  negotiated  if  it 
is  impracticable  and  unfeasible  to  use  for¬ 
mal  advertising.  Generally,  procurements 
may  be  negotiated  by  the  grantee  if: 

(a)  The  public  exigency  will  not  permit 
the  delay  Incident  to  advertising; 

(b)  ’The  material  or  service  to  be  pro¬ 
cured  is  available  from  only  one  person  or 
firm;  (All  contemplated  sole  source  pro¬ 
curements  where  the  aggregate  expenditure 
is  expected  to  exceed  $6,000  shall  be  re¬ 
ferred  to  the  grantor  agency  for  prior 
approval.) 

(c)  The  aggregate  amount  Involved  does 
not  exceed  $2,500; 

(d)  The  contract  is  for  personal  or  profes- 
sicmal  services,  or  for  any  service  to  be  ren¬ 
dered  by  a  university,  college,  or  other  edu- 
caticmal  institutions; 

(e)  The  material  or  services  are  to  be  pro¬ 
cured  and  used  outside  the  limits  of  the 
United  States  and  its  possessions; 

(f)  No  acceptable  bids  have  been  received 
after  formal  advertising; 

(g)  The  purchases  are  for  highly  perish¬ 
able  materials  or  medical  auj^lies,  for  mate¬ 
rial  or  services  where  the  prices  are  estab¬ 
lished  by  law,  for  technical  items  or 
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equipment  requiring  standardization  and  in* 
terchangeablllty  of  arts  with  existing  equip¬ 
ment,  for  experimental,  developmental  or 
research  work,  for  supplies  purchased  for 
authorized  resale,  and  for  technical  or 
specialized  supplies  requiring  substantial  ini¬ 
tial  investment  for  maniifacture; 

(h)  Otherwise  authorized  by  law,  rules,  or 
regulations.  Notwithstanding  the  existence  of 
circumstances  Justifying  negotiation,  com¬ 
pletion  shall  be  obtained  to  the  maximum 
extent  practicable. 

(7)  Ck>n tracts  shall  be  made  only  with 
responsible  contractors  who  possess  the  po¬ 
tential  ability  to  perform  successfully  under 
the  terms  and  conditions  of  a '  proposed 
procurement.  Consideration  shall  be  given 
to  such  matters  as  contractor  integrity,  rec¬ 
ord  of  past  performance,  financial  and  tech¬ 
nical  resoiurces,  or  accessibility  to  other  nec¬ 
essary  resources. 

(8)  Procurement  records  or  files  for  pur¬ 
chases  in  amounts  in  excess  of  $2,500  shall 
provide  at  least  the  following  pertinent  in¬ 
formation:  Justification  for  the  use  of  nego¬ 
tiation  in  lieu  of  advertising,  contractor 
selection,  and  the  basis  for  the  cost  or  price 
negotiated. 

(0)  A  system  for  contract  administration 
shall  be  maintained  to  assure  contractor  con¬ 
formance  with  terms,  conditions,  and  specifi¬ 
cations  of  the  contract  or  order,  and  to 
assure  adequate  and  timely  followup  of  all 
purchases. 

4.  The  grantee  shall  include,  in  addition 
to  provisions  to  define  a  sound  and  complete 
agreement,  the  following  provisions  in  all 
contracts  and  subgrants: 

a.  Contracts  shall  contain  such  contractual 
provisions  or  conditions  which  will  allow  for 
administrative,  contractual,  or  legal  remedies 
In  instances  where  contractors  violate  or 
breach  contracts  terms,  and  provide  for  such 
sanctions  and  penalties  as  may  be  appro¬ 
priate. 

b.  All  contracts,  amounts  for  which  are  in 
excess  of  $2,600,  shall  contain  suitable  provi¬ 
sions  tor  termination  by  the  grantee,  mclud- 
Ing  the  manner  by  which  it  will  be  effected 
and  the  basis  for  settlement.  In  addition, 
such  contracts  shall  describe  conditions 
under  which  the  contract  may  be  terminated 
for  default  as  well  as  conditions  where  the 
cmitract  may  be  terminated  because  of 
circumstances  beyond  the  control  of  the 
contractor. 

c.  In  all  contracts  for  construction  or 
facility  improvement  awarded  in  excess  of 
$100,000,  grantees  shall  require  a  perform¬ 
ance  bond  and  a  payment  bond  on  the  part 
of  the  contractor,  each  for  100  percent  of  the 
contract  price. 

d.  All  contracts  and  subgrants  in  excess 
of  $10,000  shall  include  provisions  for  com- 
pllanoe  with  Executive  Order  No.  11246,  en¬ 
titled,  "Equal  Employment  Opportunity,"  as 
svtpplemented  In  Department  of  lJ$bor  Regu¬ 


lations  (41  CFR  Part  60).  Each  contractor  or 
subgrantee  shall  be  required  to  have  an 
affirmative  action  plan  which  declares  that 
It  does  not  discriminate  on  the  basis  of  race, 
color,  religion,  creed,  national  origin,  sex, 
and  age  and  which  specifies  goals  and  target 
dates  to  assure  the  implementation  of  that 
plan.  The  grantee  shall  establish  procedures 
to  assure  compliance  with  this  requirement 
by  contractors  or  subgrantees  and  to  assure 
that  s\ispected  or  reported  violations  are 
promptly  investigated. 

e.  All  contracts  and  subgrants  for  con¬ 
struction  or  repair  shall  include  a  provision 
for  compliance  with  the  Copeland  “Anti- 
Kick  Back”  Act  (18  U.S.C.  874)  as  supple¬ 
mented  in  Department  of  Labor  regulations 
(29  CFR  Part  3) .  This  Act  provides  that  each 
contractor  or  subgrantee  shall  be  prohibited 
from  Inducing,  by  any  means,  any  person 
employed  in  the  construction,  completion, 
or  repair  of  public  work,  to  give  up  any  part 
of  the  compensation  to  which  he  is  other¬ 
wise  entitled.  The  grantee  shall  report  all 
suspected  or  reported  violations  to  the 
grantor  agency. 

f.  When  required  by  the  Federal  grant  pro¬ 
gram  legislation,  all  construction  contracts 
awarded  by  grantees  and  subgrantees  in  ex¬ 
cess  of  $2,000  shall  include  a  provision  for 
compliance  with  the  Davls-Bacon  Act  (40 
U.S.C.  276a  to  a-7)  and  as  supplemented  by 
Department  of  Labor  regulations  (29  CFR 
Part  5).  Under  this  Act  contractors  shall  be 
required  to  pay  wages  to  laborers  and 
mechanics  at  a  rate  not  less  than  the  mini¬ 
mum  wages  specified  in  a  wage  determina¬ 
tion  made  by  the  Secretary  of  Labor.  In  ad¬ 
dition,  contractors  shall  be  required  to  pay 
wages  not  less  often  than  once  a  week.  The 
grantee  shall  place  a  copy  of  the  current  pre¬ 
vailing  wage  det^mination  issued  by  the 
Department  of  Labw  In  each  solicitation 
and  the  award  of  a  contract  shall  be  con¬ 
ditioned  upon  the  acceptance  of  the  wage 
determination.  The  grantee  shall  report  all 
su^ected  or  reported  violations  to  the 
grantor  agency. 

g.  Where  applicable,  all  contracts  awarded 
by  grantees  and  subgrantees  in  excess  of 
$2,000  for  construction  contracts  and  in  ex¬ 
cess  of  $2,500  for  other  contracts  which  In¬ 
volve  the  employment  of  mechanics  or  la¬ 
borers  shall  include  a  provision  for  compli¬ 
ance  with  sections  103  and  107  of  the  Con¬ 
tract  Work  Hours  and  Safety  Standards  Act 
(40  UB.C.  327-330)  as  supplemented  by  De¬ 
partment  of  Labor  regulations  (29  CFR,  Part 
5).  Under  section  103  of  the  Act,  each  con¬ 
tractor  shall  be  required  to  compute  the 
wages  of  every  mechanic  and  laborer  on  the 
basis  of  a  standard  work  day  of  8  hours  and  a 
standard  work  week  of  40  hours.  Work  in  ex¬ 
cess  of  the  standard  workday  or  workweek  is 
permissible  provided  that  the  worker  Is  com. 
pensated  at  a  rate  of  not  less  than  times 
the  basic  rate  of  pay  for  all  hours  worked  in 


excess  of  8  hours  in  any  calendar  day  or  40 
hours  in  the  work  week.  Section  107  of  the 
Act  is  applicable  to  construction  work  and 
provides  that  no  laborer  or  mechanic  shall  be 
required  to  work  in  surroundings  or  under 
working  conditions  which  are  unsanitary, 
hazardous,  or  dangerous  to  his  health  and 
safety  as  determined  under  construction, 
safety,  and  health  standards  promulgated  by 
the  Secretary  of  Labor.  These  requirements 
do  not  apply  to  the  purchases  of  supplies  or 
materials  or  articles  ordinarily  available  on 
the  open  market,  or  contracts  for  transporta¬ 
tion  or  transmission  of  intelligence. 

h.  Contracts  or  agreements,  the  principal 
purpose  of  which  is  to  create,  develop,  or  im¬ 
prove  products,  processes  or  methods;  or  for 
exploration  into  fields  which  directly  concern 
public  health,  safety,  or  welfare;  or  contracts 
in  the  field  of  science  or  technology  In  which 
there  has  been  little  significant  experience 
outside  of  work  funded  by  Federal  assistance, 
shall  contain  a  notice  to  the  effect  that  mat¬ 
ters  regarding  rights  to  inventions,  and  mate¬ 
rials  generated  under  the  contract  or  agree¬ 
ment  are  subject  to  the  regulations  Issued  by 
the  Federal  grantor  agency  and  the  grantee. 
The  contractor  shall  be  advised  as  to  the 
source  of  additional  information  regarding 
these  matters. 

i.  All  negotiated  contracts  (except  those 
of  $2,500  or  less)  awarded  by  grantees  shall 
Include  a  provision  to  the  effect  that  the 
grantee,  the  Federal  grantor  agency,  the 
Comptroller  General  of  the  United  States,  or 
any  of  their  duly  authorized  representatives, 
shall  have  access  to  any  books,  documents, 
papers,  and  records  of  the  contractor  which 
are  directly  pertinent  to  a  specific  grant  pro¬ 
gram  for  the  purpose  of  making  audit,  exam¬ 
ination,  excerpts,  and  transcriptions. 

].  Each  contract  of  an  amount  In  excess  of 
$2,600  awarded  by  a  grantee  or  siibgrantee 
shall  provide  that  the  recipient  will  comply 
with  applicable  regulations  and  standards  of 
the  Cost  of  Living  Council  In  establishing 
wages  and  prices.  The  provision  shall  advise 
the  recipient  that  submission  of  a  bid  or  offer 
or  the  submittal  of  an  invoice  or  voucher  for 
property,  goods,  or  services  furnished  under 
a  contract  or  agreement  with  the  grantee 
shall  constitute  a  certification  by  him  that 
amounts  to  be  paid  do  not  exceed  maximum 
allowable  levels  authorized  by  the  Cost  of 
Living  Council  regulations  or  standards.  Vio¬ 
lations  shall  be  reported  to  the  grantor 
agency  and  the  local  Internal  Revenue  Serv¬ 
ice  field  office. 

k.  Contracts  and  subgrants  of  amounts  in 
excess  of  $100,000  shall  contain  a  provision 
which  requires  the  recipient  to  agree  to  com¬ 
ply  with  all  applicable  standards,  orders,  (K* 
regulations  issued  pursuant  to  the  Clean  Air 
Act  of  1970.  Violations  shall  be  reported  to 
the  grantor  agency  and  the  Regional  Office  of 
the  Environmental  Protection  Agency. 

[PR  Doc.74-4064  Piled  2-20-74;8:45  ami 


FfOERAl  REOISTEt,  VOL  3$,  NO.  36— THURSDAY,  FEBRUARY  21,  1974 


Would  you  like 
to  know 


IF  ANY  CHANGES  HAVE  BEEN 
MADE  IN  CERTAIN  TITLES  OF  THEilCODE  OF 


FEDERAL  REGULATIONS  without  reading 
the  Federal  Register  every  day?  If  so,  you 
may  wish  to  subscribe  to  the  “List  of  f  ^ 
CFR  Sections  Affected.”  "" 


List  of  CFR  Sections  Affected 

per  year 

The  "List  of  CFR  Sections  Affected”  is  designed  to  lead  users  of  the 
Code  of  Federal  Regulations  to  amendatory  actions  published  in  the 
Federal  Register,  and  is  issued  monthly  in  cumulative  form.  Entries 
indicate  the  nature  of  the  changes. 


Also  available  on  a  subscription  basis  .  .  . 

The  Federal  Register  Index 

Indexes  covering  the  contents  of  the  daily  Federal  Register  are  issued 
monthly  and  annually.  Entries  are  carried  primarily  under  the  names  of 
the  Issuing  agencies.  Significant  subjects  are  also  carried. 
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per  year 


A  finding  aid  fs^  included  at  the  e^d  of  each  publication  which 'lists  Federal'"’^ 
'  Register,  page  mmbers  with  the  date  of  publication  in^ the.  Federal  Itegister. 
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Note  to  FR  Subscribers:  FR  Indexes  and  the  “List  of  CFR  Sections  Affected"  will 
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